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DEPARTMENT  OF  ENERGY 

Federal  Energy  Regulatory 
Commission 

18  CFR  Parts  271, 273,  and  274 

[Docket  No.  RM79-76] 

Interim  Rule  Covering  High>Cost 
Natural  Gas  Produced  From  Tight 
Formations 

agency:  Federal  Energy  Regulatory 
Commission.  DOE. 
action:  Interim  Rule  and  Request  for 
Further  Comment. 

summary:  The  Federal  Energy 
Regulatory  Commission  hereby  adopts 
interim  rules  implementing  section 
107(b)  and  (c)(5)  of  the  Natural  Gas 
Policy  Act  of  1978  (NGPA)  (15  U.S.C. 
3317).  Section  107  of  the  NGPA  permits 
the  Conunission  to  identify  gas  which  is 
produced  under  extraordinary  risk  or 
cost  and  to  establish  the  maximum 
lawful  price  “necessary  to  provide 
reasonable  incentives  for  the 
production”  of  such  gas.  This  interim 
rule  establishes  gas  produced  from 
certain  wells  in  tight  formations  as  a 
category  of  high-cost  natural  gas  subject 
to  incentive  pricing  and  establishes  the 
procedures  for  identifying  such  gas.  In  a 
proposed  rule  document  published 
elsewhere  in  this  Part  of  the  Federal 
Register,  the  Commission  seeks  further 
comment  on  whether  incentive  prices 
should  be  extended  to  most  other  tight 
formation  gas. 

DATES:  This  rule  will.be  elective  March 
21, 1980.  Written  comments  must  be 
submitted  by  March  28, 1980. 
address:  Written  comments  should 
reference  Docket  No.  RM79-76  and 
should  be  sent  to:  Office  of  the 
Secretary.  Federal  Energy  Regulatory 
Conunission,  825  North  Capitol  Street, 
N.E.,  Washington,  D.C.  20426. 

FOR  FURTHER  INFORMATION  CONTACT: 
Teresa  Ponder,  Office  of  the  General  Counsel, 
Federal  Energy  Regulatory  Conunission, 

825  North  Capitol  Street,  N.E.,  Washington, 
D.C.  20426  (202)  357-8151.  or 
Howard  Kilc^st  Director,  Division  of  NGPA 
Compliance,  Federal  Energy  Regulatory 
Commission,  625  North  Capitol  Street,  N.E.. 
Washington,  D.C.  20426  (202)  357-8585. 

February  20, 1980. 

I.  Introduction  and  Summary 

The  Federal  Energy  Regulatory 
Commission  firmly  supports  the  national 
policy  to  encourage  production  of 
natural  gas  fit)m  unconventional 
sources.  Such  gas  typically  can  be 
discovered  and  produced  only  at 
extraordinary  risk  or  cost.  One  such 


source  of  unconventional  gas  is  a  fairly 
common  geological  structure  known  as  a 
“tight  formation”  or  “tight  sands.”  .. 

The  interim  regulations  promulgated  * 
by  this  order  implement  the  y 

Congressional  authorization  to  the  > 
Commission  in  section  107(b)  of  the 
Natmal  Gas  Policy  Act  of  1978  (NGPA) 
(15  U.S.C.  3317)  to  set  a  “special  price” 
which  is  “necessary  to  provide 
reasonable  incentives  for  the  production 
of  *  *  *  high-cost  natural  gas.” 

In  these  interim  regulations,  the 
Commission  has  set  an  incentive  price 
for  certain  natural  gas  produced  from 
tight  formations.  The  regulations  contain 
guidelines  for  identifying  and  formally 
designating  tight  formations  and  define 
which  wells  drilled  into  such  formations 
will  qualify  for  the  incentive  price. 

Under  the  interim  rule  most  new  wells 
drilled  into  designated  tight  formations 
will  be  eligible  for  the  incentive  price. 

A  “tight  formation”  is  a  sedimentary 
layer  of  rock  composed  of  very  fine  and 
irregularly  shaped  grains  of  sand 
cemented  together  in  a  way  which 
greatly  hinders  the  flow  of  gas  through 
the  rock.  Hence,  the  formation  is 
characterized  by  low  permeability  and 
wells  drilled  into  gas-bearing  formations 
of  this  kind  generally  produce  at  very 
low  rates. 

In  order  to  stimulate  production  from 
these  formations,  producers  must  use 
expensive  enhanced  recovery 
techniques.  The  most  common  of  these 
techniques  involves  massive  hydraulic 
fracturing  to  create  a  system  of  cracks 
permitting  trapped  gas  to  flow  into  the 
wellbore  more  easily. 

It  is  estimated  that  200  trillion  cubic 
feet  of  natural  gas  is  trapped  in  tight 
formations  within  the  United  States.  If 
the  proper  incentive  is  established,  gas 
from  ti^t  sands  could  double  the  200 
trillion  cubic  feet  of  proven  conventional 
domestic  gas  reserves.  Most  tight  sands 
gas  will  come  from  reservoirs  located 
west  of  the  Mississippi.  A  substantial 
portion  of  these  reserves  are 
concentrated  in  three  major  basins:  the 
Greater  Green  River  Basin  in  Wyoming, 
the  Piceance  Basin  in  Colorado,  and  the 
Uinta  Basin  in  Utah. 

This  rulemaking  was  initiated  as  a 
result  of  comments  received  in  response 
to  the  Commission’s  Notice  of  Inquiry 
(Docket  No.  RM79-44. 44  FR  34969,  June 
18, 1979)  which  indicated  that  an 
incentive  price  was  necessary  to 
stimulate  commercial  development  of 
tight  sands  gas.  President  Carter,  in  his 
energy  address  to  the  nation  on  July  19. 
1979,  also  urged  the  Commission  to  set 
such  an  incentive.  A  Notice  of  Proposed 
Rulemaking  was  issued  August  29. 1979 
(Docket  No.  RM79-76.  44  FR  52255, 
September  7, 1979).  Public  hearings  were 


held  in  Washington,  D.C.  on  September 
24th  and  in  Denver,  Colorado,  on 
September  27,  and  numerous  written 
comments  were  received.  In  addition, 
input  was  solicited  from  the 
jurisdictional  agencies  that  will 
participate  in  administration  of  these 
regulations  and  from  other  expert  groups 
and  individuals. 

These  interim  regulations  reflect  a  full 
and  careful  analysis  of  the  comments 
received  on  the  proposed  regulations. 
Several  changes  to  the  proposed 
regulations  were  suggested  in  the 
comments,  and  a  number  of  these 
suggestions  have  been  adopted  in  the 
interim  regulations.  The  most  important 
changes  were  made  in  the  procedure  for 
designating  tight  formations  eligible  for 
the  section  107  price.  The  procedure  set 
forth  in  these  interim  regulations  is 
based  on  nomination  of  specific 
formations  by  appropriate  jurisdictional 
agencies.  The  procedure  was  instituted 
in  order  to  utilize  more  fully  the 
information  and  expertise  available  to 
jurisdictional  agencies  and  to  make  the 
rules  easier  to  administer. 

The  interim  regulations  provide  that 
the  appropriate  agency  in  each  State 
may  recommend  formations  within  that 
State  which  meet  Commission 
specifications  and  therefore  may  be 
eligible  to  be  designated  by  the 
Commission  as  tight  formations.  With 
the  recommendations,  the  agency  must 
submit  supporting  geological  and 
engineering  data,  i^ormation  locating 
all  wells  which  have  produced  from  the 
recommended  formation,  and  other 
relevant  data.  After  public  comment,  the 
Commission  will  formally  designate 
eligible  formations. 

Ifre  guidelines  for  identifying  tight 
formations  set  forth  in  these  interim 
regiilations  include  limits  on 
permeability,  gas  productivity  and 
production  of  associated  oil.  Eligibility 
of  a  formation  under  the  permeability 
and  production  standards  need  not  be 
proven  on  a  well-by-well  basis.  Formal 
designation  of  a  specific  tight  formation 
will  be  based  on  a  jurisdictional 
agency’s  and  the  Commission’s 
assessment  of  the  general 
characteristics  of  ffie  formation. 

’The  Commission  has  set  a 
permeability  limit  of  an  average  of  .1 
millidarcy  throughout  the  “pay”  or  gas- 
producing  section  of  the  formation. 
Permeability  is  an  indicator  of  the 
difficulty  and  expense  involved  in 
producing  gas  from  a  given  formation. 

The  permeability  of  many  formations  is 
reasonably  uniform  and  the  average 
permeability  can  be  reasonably 
estimated.  'The  .1  millidarcy  figure  will 
encompass  most  recognized  tight 
formations  and  is  the  lowest 
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permeability  that  can  be  measured 
without  expensive  pressure  tests. 

The  costs  of  drilling  and  completing 
gas  wells  increase  exponentially  with 
the  depth  of  the  well,  so  deeper  wells 
must  produce  more  to  be  economical.  As 
a  result,  the  Commission  has  set  a  gas 
productivity  standard  to  be  applied  to 
tight  formations  before  application  of 
enhanced  recovery  techniques  that 
varies  with  the  depth  of  the  formation. 

In  addition,  a  recommended  tight 
formation  may  not  be  expected  to 
produce  more  than  hve  barrels  of  crude 
oil  per  day  from  each  well.  This  limit 
has  been  imposed  because  the  presence 
of  oil  in  greater  quantities  should,  in 
itself,  provide  an  incentive  for  the 
development  of  the  formation,  obviating 
the  necessity  for  additional  incentives. 

In  order  to  qualify  for  the  incentive 
price  a  well  drilled  into  a  designated 
tight  formation  must  have  been 
commenced  on  or  after  July  16, 1979. 
'This  date  was  selected  in  recognition  of 
the  President’s  policy  initiative  on  tight 
sands. 

The  requirements  in  the  proposed  rule 
that  tight  sands  status  would  not  be 
granted  to  a  formation  if  field  rules  have 
been  established  or  use  of  enhanced 
recovery  techniques  is  not  required  have 
not  been  included  in  the  interim 
regulations.  The  Commission  also 
considered  but  has  rejected  a  one-mile 
spacing  requirement  for  wells  drilled 
into  designated  tight  formations.  These 
constraints  were  dropped  either  because 
they  would  be  inconsistent  with  the 
need  to  provide  production  incentives  or 
because  they  imposed  unreasonable 
administrative  requirements. 

The  Conunission  has  decided  initially 
to  set  the  maximum  lawful  price  for 
natural  gas  produced  from  new  wells  in 
tight  formations  at  150  percent  of  the 
Congressional  ceiling  price  for  gas  from 
new  conventional  onshore  production 
wells  (as  set  forth  in  section  103  of  the 
NGPA).  This  tight  formation  gas  price  is 
$3.26  per  Mhffitu  in  February  1980,  and 
will  be  adjusted  monthly  for  inflation. 

The  Commission  is  soliciting  further 
comments  on  the  incentive  price  for  this 
tight  formation  gas.  If  comments  or 
further  information  shows  that  higher 
prices  are  necessary  to  encourage 
development  of  tight  formations,  the 
Commission  will  increase  the  price 
ceiling.  As  a  general  matter,  the  ceiling 
price  for  tight  formation  gas  produced 
from  new  wells  will  not  be  decreased 
below  150  percent  of  the  section  103 
price. 

The  interim  rules  apply  to  new  wells. 
However,  substantial  amounts  (at  least 
100  trillion  cubic  feet)  of  tight  formation 
gas  may  be  trapped  “behind-the-pipe”, 
in  reservoirs  penetrated  by  old  wells  but 


never  tapped.  Although  new  wells 
would  not  have  to  be  drilled  to  produce 
this  gas,  production  is  not  entirely 
without  risk.  Accordingly,  the 
Commission  is  considering  a  proposal  to 
create  a  special  incentive  price  for 
production  of  this  gas.  The  price  would 
equal  the  incentive  price  which  the 
Congress  fixed  for  conventional 
development  under  section  103.  The 
Commission  is  also  soliciting  comments 
on  this  proposal. 

A  Staff  task  force  has  prepared  an 
environmental  assessment,  finding  that 
little  impact  on  the  environment  will 
follow  from  development  of  tight 
formations.  The  Commission  will 
continue  to  evaluate  potential  impacts 
as  specific  formations  are  desimated. 

These  interim  regulations  wm  become 
effective  on  March  21, 1980. 

n.  Background 

This  rulemaking  was  initiated  as  a 
result  of  comments  received  in  response 
to  a  Notice  of  Inquiry  issued  in  Docket 
No.  RM79^  (44  FR  34969,  June  18, 1979) 
and  statements  made  by  the  President 
and  the  Secretary  of  Energy  indicating  a 
need  to  encourage  development  of  this 
gas.  A  Notice  of  Proposed  Rulemaking 
and  Public  Hearing  was  issued  August 
29, 1979,  (44  FR  52255,  September  7. 

1979)  in  this  docket. 

The  proposed  rule  preliminarily 
identified  certain  formations  as 
candidates  for  designation  as  tight 
formations  and  outlined  the  following 
guidelines  for  identifying  tight 
formations: 

(1)  An  estimated  average  in  situ  gas 
permeability  of  0.03  millidarcy  per  foot 
or  less: 

(2)  Expected  production  without 
application  of  an  enhanced  production 
technique  of  200  Mcf  or  less  per  day: 

(3)  Production  expected  to  improve 
substantially  after  application  of  an 
enhanced  recovery  techniques:  and 

(4)  No  field  rules  established  or 
requested  for  the  formation  or  any 
portion  thereof. 

The  proposal  also  specified  what 
information  would  be  required  in  order 
to  determine  whether  a  formation 
qualified  as  tight  formation,  and 
specified  requirements  for  each 
individual  well.  The  surface  drilling  of 
the  well  was  to  have  begun  on  or  after 
August  17, 1979:  the  well  was  to  have 
qualified  as  a  new,  onshore  production 
well:  an  appropriate  enhanced 
production  technique  was  to  have  been 
applied:  and  finally,  the  well  was  to 
have  been  drilled  into  a  designated  tight 
formation.  The  proposal  also  established 
filing  requirements  for  applicants 
seeking  such  a  well  category 
determination.  Finally,  the  maximum 


lawful  price  proposed  was  150  percent 
of  the  maximmn  lawful  price  for  section 
103  gas. 

The  Commission  invited  comments  on 
the  proposal  from  interested  persons 
and  held  informal  public  hearings  in 
Washington,  D.C.  (on  September  24th) 
and  Denver,  Colorado  (on  September 
27th).  The  staff  also  ciroilated  a 
subsequent  draft  of  the  rule  among 
jurisdictional  agencies  and  accepted 
comments  on  it  at  conferences  with 
those  agencies.  Informal  conferences 
were  also  held  with  members  of  the 
public  who  requested  an  opportunity  to 
submit  comments  to  Commission  staff 
on  that  draft.  In  addition, 
representatives  from  the  Commission 
attended  a  meeting  of  the  Tight  Cas 
Reservoirs  Task  Croup  of  the  National 
Petroleum  Council’s  Committee  on 
Unconventional  Cas  Sources  in  Las 
Vegas,  Nevada,  on  January  9, 1980. 
Transcripts  or  minutes  of  the  various 
conferences  and  meetings  ^ay  be  foimd 
in  the  public  file  on  Docket  No.  RM79- 
76.  In  response  to  the  comments 
received,  the  interim  rule  has  been 
substantially  changed  from  the  proposal. 

The  interim  rule  promulgated  in  this 
order  does  not  identify  any  formations 
which  qualify  as  tight  formations.  It 
simply  sets  forth  the  guidelines  for 
identifying  tight  formations  and 
establishes  the  procedures  whereby  a 
jurisdictional  agency  may  recommend 
(and  the  Commission  may  approve)  the 
designation  of  a  formation  as  a  tight 
formation.  The  ceiling  for  the  interim 
maximum  lawful  price  is  the  same  as 
that  contained  in  the  proposal:  however, 
a  price  higher  4han  the  o^erwise 
applicable  maximum  lawful  price  is  not 
permitted  unless  a  negotiated  contract 
price  is  effective.  A  negotiated  contract 
price  is  a  price  which  is  established  by  a 
fixed  rate  or  a  fixed  escalator  clause 
which  is  higher  than  the  otherwise 
applicable  maximum  price,  or  a  clause 
which  specifically  refers  to  the 
Commission’s  incentive  pricing 
authority  under  section  107  of  the 
NCPA.  Thus,  the  maximum  lawful  price 
for  the  first  sale  tight  formation  gas  is 
the  lesser  of  the  negotiated  contract 
price  or  150  percent  of  the  section  103 
maximum  lawful  price.  The  Commission 
requests  further  comment  on  the  ceiling 
of  150  percent  of  the  section  103 
maximum  lawful  price  and  the 
negotiated  contract  price  ceiling. 

As  in  the  proposal,  the  rule 
establishes  production  qualifications. 
First,  such  gas  must  have  been  produced 
from  a  designated  tight  formation. 

Second,  the  surface  drilling  date  of  the 
well  has  been  changed  to  July  16, 1979. 
Therefore  the  surface  drilling  of  any 
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well  producing  gas  which  qualifies 
under  this  rule  may  not  have  begun  prior 
to  July  16, 1979.  Third,  the  gas  must 
qualify  as  new  natural  gas  or  be 
produced  through  a  new  onshore 
production  well.  Finally,  the  gas  must  be 
sold  pursuant  to  a  negotiated  contract 
price.  The  rule  limits  the  categories  of 
tight  formation  gas  which  may  obtain  an 
incentive  price  to  such  gas.  That 
category  is  identified  as  “new  tight 
formation  gas.” 

The  Commission  is  considering  (and 
requests  further  comment  on)  a  proposal 
to  establish  a  special  incentive  price  for 
“recompletion  tight  formation  gas."  Such 
gas  would  include  gas  produced  from  a 
well  which  was  not  completed  for 
production  from  the  designated  tight 
formation  before  July  16, 1979,  if  it  were 
subject  to  a  negotiated  contract  price. 
The  maximum  lawful  price  proposed  for 
such  gas  would  be  the  lesser  of  the 
negotiated  contract  price  or  the  section 
103  maximum  lawful  price. 

III.  Discussion  of  Comments 

A.  Procedure  for  Designating  Tight 
Formations 

The  proposal  listed  possible  tight 
formations,  described  the  characteristics 
of  tight  formations  and  listed  the 
information  that  would  be  required  in 
considering  further  recommendations. 
The  presumption  underlying  the 
proposal  was  that  the  Commission 
would  identify  tight  formations  pursuant 
to  a  rulemaking  procedure  based  on 
information  submitted  to  it  by 
jurisdictional  agencies  ancLpther 
interested  parties. 

One  commenter  contested  the 
Commission’s  authority  to  make  such 
substantive  determinations  relating  to 
formation  qualification.  That  comment 
argued  that  the  Commission  only  has  the 
authority  to  establish  guidelines  for 
identifying  tight  formations,  but  may  not 
engage  in  determining  which  formations 
qualify.  According  to  the  comment  the 
Commission’s  authority  regarding 
identification  of  tight  formations  is 
limited  to  reviewing  jurisdictional 
agencies’  determinations  pursuant  to 
section  503  of  the  NGPA;  i.e.,  the 
Commission  could  reverse  a 
jurisdictional  agency’s  determination 
only  if  it  were  not  supported  by 
substantial  evidence. 

Other  commenters  suggested  as  a 
matter  of  policy  that  the  jurisdictional 
agencies,  not  the  Commission,  should 
identify  tight  formations.  These 
commenters  suggested  that  the 
jurisdictional  agencies  have  better 
access  than  the  Commission  to  the 
information  and  expertise  required  to 
evaluate  the  geological  and  other 


physical  characteristics  of  the  local 
areas,  as  well  as  information  on  the 
extent  and  type  of  development  that  has 
already  occurred  in  tight  formations. 
These  comments  were  buttressed  by 
other  comments  which  informed  the 
Commission  that  some  of  the  formations 
listed  in  the  proposed  rule  contain  areas 
which  are  already  fully  developed  and  • 
that  others  were  incorrectly  identified. 
Other  comments  suggested  that  only 
portions  of  formations  should  be 
designated  since  many  tight  formations 
contain  areas  which  may  be  or  have 
been  commercially  developed  without 
incentive  pricing. 

'The  Commission  does  not  believe  that 
its  authority  to  engage  in  the  formation 
identification  process  is  limited  to  a 
section  503  review  of  jurisdictional 
agencies’  determinations.  Section  503 
describes  the  Commission’s  review 
authority  only  with  respect  to  well 
category  determinations.  Moreover, 
pursuant  to  section  501  of  the  NGPA,  the 
Commission  has  the  authority  to  engage 
in  any  activity  and  to  issue  any  rules  it 
finds  necessary  to  carry  out  its  fimctions 
under  the  NGPA.  One  of  the 
Commission’s  functions  under  section 
107  is  to  identify  gas  which  is  produced 
under  extraordinary  risk  or  cost.  Given 
that  function,  and  its  authority  under 
section  501,  the  Commission  is  not 
constrained  by  section  503  as  the 
commenter  suggested. 

Nonetheless,  the  Commission  is 
convinced  that  the  jurisdictional 
agencies  have  the  best  access  to  the 
production  history  and  geological 
information  relating  to  potential  tight 
formations  within  each  State’s 
jurisdiction.  Therefore  this  rule  does  not 
specifically  identify  tight  formations. 
Instead,  it  establishes  guidelines  for 
identification  of  tight  formations.  (Those 
guidelines  are  discussed  infra.) 

Tight  formations  or  portions  thereof  in 
any  basin,  field,  or  field  area  will  be 
determined  according  to  procedures 
similar  to  those  adopted  for  approving 
alternate  filing  requirements  which 
appear  in  |  274.207.  Jurisdictional 
agencies  will  establish  procedures  for 
and  conduct  their  own  investigations  to 
identify  tight  formations  and  will  submit 
their  written  recommendations  to  the 
Commission  for  approval.  The 
recommendations  will  be  submitted  in 
the  form  and  with  the  information 
required  by  this  rule.  Upon  receipt  of  a 
recommendation  the  Commission  will 
publish  it  in  the  Federal  Register  and 
will  hold  public  hearings  and  accept 
written  and  oral  comments  on  the 
recommendation.  After  the  conunents 
have  been  solicited  and  reviewed,  the 
Commission  will  prescribe  a  rule 


approving  or  disapproving  the 
recommendation.  If  the  formation  is 
approved,  the  Commission  will 
incorporate  the  formation  into  the  list  of 
-qualifying  formations  in  a  new  §  271.706 
of  the  regulations.  The  Commission’s 
designation  may  represent  a 
modification  of  the  recommendation. 
However,  such  a  modification  will  not 
be  made  until  the  jurisdictional  agency 
has  been  consulted.  Groimds  for 
disapproving  a  recommendation  may  be 
based,  among  other  things,  on  the 
Commission’s  determination  that  the 
formation  does  not  satisfy  the  guidelines 
or  that  the  information  submitted  with 
the  recommendation  does  not  fulfill  the 
requirements  contained  in  §  271.705(c). 
’The  Commission  may  also  request 
additional  information  from  the 
jurisdictional  agencies. 

Jurisdictional  agencies  should  limit 
their  recommendations  to  those 
geographical  areas  of  a  formation,  and 
those  strata  which  meet  the  guidelines. 
The  jurisdictional  agency  should  clearly 
identify  the  correct  strata  or  geological 
formation  if  two  or  more  formations,  not 
all  of  which  are  tight,  overlap  each 
’  other. 

The  information  which  must  be 
submitted  with  the  recommendation  is 
essentially  the  same  type  of  information 
that  was  suggested  in  the  proposal, 
namely:  geological  and  engineering  data 
to  support  the  recommendation  and  the 
source  of  that  data;  a  map  which  clearly 
locates  all  wells  which  have  produced 
from  the  recommended  tight  formation 
or  a  list  locating  all  wells  that  have 
produced  natural  gas  from  the 
recommended  tight  formation;  a  report 
of  the  extent  to  which  existing  State  or 
Federal  regulations  will  assure  that 
development  of  the  recommended  tight 
formation  will  not  adversely  affect  any 
fresh  water  aquifers  that  are  or  are 
expected  to  be  used  as  a  domestic  or 
agricultural  water  supply;  and  any  other 
information  which  the  jurisdictional 
agency  deems  relevant.  Additional 
information  is  required  if  the  formation 
is  recommended  pursuant  to  the 
guidelines  at  §  271.705(b)(2).  (Those 
guidelines  are  discussed  infra.)  Such 
information  includes  the  types  and 
extent  of  enhanced  production 
techniques  which  are  expected  to  be 
necessary  to  increase  production  from  a 
well  producing  from  the  recommended 
tight  formation,  the  estimated 
expenditures  necessary  for  employing 
those  techniques,  the  degree  of  increase 
in  production  to  be  expected  from  use  of 
such  techniques,  and  engineering  and 
geological  data  to  support  that  estimate. 
As  previously  mentioned,  the 
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Commission  may  request  additional 
information. 

B.  Guidelines  for  Designating  Tight 
Formations 

The  Notice  of  Proposed  Rulemaking 
suggested  the  following  guidelines: 

(1)  The  formation  must  have  an 
estimated  average  in  situ  gas 
permeability,  throughout  Ae  pay 
section,  of  0.03  millidarcy  per  foot  or 
less; 

(2)  A  well  drilled  into  the  formation 
must  be  expected  to  produce,  with  no 
production  stimulation,  an  average  of 
200  Mcf  per  day  or  less; 

(3)  Production  from  such  a  well  must 
be  expected  to  be  increased 
substantially  after  the  completion  of  an 
appropriate  enhanced  production 
technique;  and 

(4)  No  field  rules  for  development  of 
the  formation  or  portion  thereof  have  • 
been  established  by  or  requested  of  a 
jurisdictional  agency. 

The  comments  convinced  the 
Commission  to  either  change  or 
eliminate  each  of  these  guidelines. 

1.  The  permeability  standard.  An 
overwhelming  majority  of  comments 
protested  the  permeability  standard  of 
0.03  millidarcy  as  unreasonably  low. 
Suggested  permeability  guidelines 
ranged  from  0.05  millidarcy  to  2 
milfidarcies.  Some  of  the  commenters 
suggested  the  permeability  guideline 
should  be  tied  to  the  depth  of  the 
formation  or  the  pay  thickness.  Others 
insisted  that  permeabilities  are  so  hard 
to  measure  that  a  permeability  guideline 
should  not  be  adopted. 

During  the  course  of  meetings  held 
with  jurisdictional  agencies  some  of  the 
States  expressed  particular  concern  that 
the  existence  of  a  permeability  guideline 
would  effectively  disqualify  many  areas 
which  they  feel  should  be  subject  to 
incentive  pricing.  They  explained  that 
the  permeability  of  many  tight 
formations  is  so  variable  that  estimating 
the  “average”  permeability  would  be 
meaningless  since  permeability  and 
productivity  vary  greatly  from  one 
location  to  the  next.  They  also 
expressed  concern  that  some  formations 
with  very  low  production  capability 
would  be  excluded  under  the 
permeability  guideline.  Because  of  these 
difficulties,  it  was  suggested  the  rule 
should  focus  on  low  production 
capability  and  should  not  include  a 
specific  permeability  guideline. 

The  Commission  recognizes  the 
difficulties  of  adopting  a  permeability 
guideline.  However,  the  objective  of  this 
rule  is  to  identify  and  provide  incentives 
for  the  development  of  tight  formations, 
not  to  provide  incentives  to  develop 
formations  merely  because  they  have 


low  production  rates.  The  problem 
presented  by  formations  of  extremely 
variable  characteristics  is  certainly  not 
evident  in  many  tight  formations.  In  fact, 
the  permeability  of  many  formations  is 
reasonably  uniform  and  estimatipns''^ 
regarding  average  permeability  niay 
reasonably  represent  the  permeability 
which  will  be  encountered  from  one 
location  to  the  next.  Under  these 
circumstances,  a  permeability  limit  may 
appropriately  be  imposed.  If  die 
formation’s  average  permeability  can  be 
reasonably  estimated  by  a  jurisdictional 
agency  and  that  permeability  falls 
within  the  standard  established  in  this 
rule,  the  Commission  can  rely  on  the 
jurisdictional  agency’s  recommendation 
to  a  greater  extent  than  if  the  average 
permeability  could  not  reasonably  be 
estimated.  However,  in  order  to  respond 
to  the  various  situations  with  maximum 
flexibility,  the  Commission  has  adopted 
alternative  guidelines,  differing  in  the 
permeability  limit  contained  in  each. 

The  first  incorporates  a  special 
permeability  limit;  the  second  does  not, 
but  provides  for  more  extensive  review 
of  the  recommendation. 

The  first  alternative  contains  a 
permeability  limit  of  0.1  millidarcy.  and 
oil  and  gas  productivity  limits.  (See 
infra.)  A  permeability  limit  of  an 
average  of  0.1  millidarcy  throughout  the 
pay  section  has  been  adopted  in  the  first 
set  of  guidelines  because  it  would 
include  most  recognized  tight 
formations.*  It  is  also  the  lowest 
permeability  which  can  be  reasonably 
measxired  without  engaging  in  highly 
expensive  pressure  build-up  and 
drawdown  tests.  Data  regarding  matrix 
permeability  alone  will  not  be  sufficient 
to  qualify  a  formation, ’because 
formations  with  very  low  matrix 
permeabilities  may  be  economic  to 
develop  if  fractures  have  developed 
naturally.  'Therefore,  to  fulfill  the 
guideline  containing  the  specific 
permeability  limit,  the  formation’s 
average  effective  or  in  situ  permeability 
throu^out  the  pay  section  must  be 
expected  to  be  0.1  millidarcy,  or  less. 

Permeability  need  not  be  proven  on  a 
well-by-well  basis,  but  should  be 
determined  based  on  the  jurisdictional 
agency’s  reasonable  geological 
expectations  regarding  the  formation. 
Such  an  expectation  should  be  based  on 


’  See,  Department  of  Energy.  Enhanced  Recovery 
of  Unconventional  Cat,  The  Program,  Volume  U  (of 
3  Volumes),  October,  1978,  Lewin  &  Associates,  pp, 
1-20,  contained  in  the  Public  File  in  Docket  No. 
RM79-76. 

’Matrix  permeability  is  the  permeability  of  the 
rock  itself,  disregarding  any  natural  fractures  or 
other  factors  that  may  afreet  average  permeability 
throughout  the  pay  section.  » 


geological  evaluations  founded  on  the 
best  information  available. 

None  of  the  suggestions  to  tie  the 
permeability  limit  to  the  depth  of  the 
formation  or  its  pay  thickness  have  been 
adopted.  While  the  Commission 
recognizes  that  the  depth  of  the 
formation  affects  the  economics  of 
developing  a  tight  formation,  that  factor 
has  been  reflected  in  the  production  rate 
limit  applicable  under  both  alternative 
guidelines.  (Discussed  infra.)  Adopting  a 
ratio  which  reflects  a  permeability-pay 
thickness  relationship  would  not 
substantially  aid  in  the  identification  of 
tight  formations. 

With  respect  to  permeability,  the 
second  alternative  guideline  requires 
only  that  the  jurisdictional  agency  make 
an  adequate  showing  that  the  incentive 
price  is  necessary  for  production  of  the 
formation  because  the  formation  is  high- 
risk  and  high-cost  and  the  formation  has 
low  permeability  characteristics.  It  also 
contains  the  same  oil  and  gas 
productivity  limits  as  are  applicable  to 
the  first  alternative  guideline. 

The  Commission  notes  that  it  will  give 
greater  deference  to  recommenda’lions 
in  which  the  jiuisdictional  agency  is 
satisfied  that  the  expected  average 
permeability  of  the  formation  does  not 
exceed  0.1  millidarcy.  Recommendations 
regarding  tight  formations  in  which  the 
average  permeability  cannot  be 
reasonably  estimated  or  the  average 
permeability  does  not  fall  within  the  0.1 
guideline  will  be  subject  to  more 
extensive  review  than  those  in  which 
the  specific  permeability  guideline  is 
met.  In  this  case,  the  Commission 
cannot  be  as  confident  that  the 
recommended  formation  should  be 
subject  to  incentive  pricing  and  will  thus 
engage  in  more  extensive  factual  inquiry 
concerning  the  qualification  of  the 
formation  as  a  designated  tight 
formation. 

2.  The  gas  productivity  standard.  Both 
alternative  guidelines  incorporate  a  gas 
productivity  standard.  However,  in 
response  to  the  proposal,  several  of  the 
commenters  stated  that  the  200  Mcf  or 
less  per  day  production  limitation  was 
too  low  and  that  it  should  be  adjusted 
upward  to  accoimt  for  the  greater  risks 
and  costs  encountered  in  drilling  deeper 
wells.  Four  commentors  suggested 
formulas  to  calculate  the  production 
limit  for  any  given  depth.  Although  the 
formulas  varied,  all  but  one  would  have 
allowed  the  same  general  range  of 
production  per  depth  of  the  formation. 

The  Commission  recognizes  that  costs 
of  drilling  and  equipping  gas  wells  do 
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increase  exponentially  as  well  depths 
increase.  The  deeper  wells  must  have 
much  higher  production  rates  in  order  to 
be  economical.  As  a  result,  the 
Commission  is  convinced  that  the 
limitation  on  expected  production  rates 
should  be  tied  to  the  depth  of  the 
formation.  The  formula  adopted  in  this 
rule  generally  conforms  to  the  range  of 
production  rates  suggested  by  the 
commenters  for  various  depths.  It  also 
closely  parallels  the  exponent  of 
increase  in  costs  of  drilling  and 
equipment  gas  wells  with  depth,  as 
demonstrated  in  the  1977  Joint 
Association  Survey  on  drilling  costs.* 
The  jurisdictional  agency  must 
reasonably  expect  that  absent 
stimulation  the  wells  completed  in  the 
recommended  tight  formation  would  not 
sustain  production  against  atmospheric 
pressure  on  a  daily  basis  in  excess  of 
the  production  rate  determined  in 
accordance  with  the  following  table: 


If  the  average  depth  to 
the  top  of  the  formation 
(in  feet) 

The  maximum  allowable 
production  rate 
rn  Mcf/day) 
may  not  exceed 

exceeds 

but  does 
riot  exceed 

0 

1,000 

44 

1,000  . . 

1,500 

51 

1,500 _ 

2,000 

59 

2,000 _ 

2,500 

68 

2,500 _ 

3,000 

79 

3,000 _ 

3,500 

91 

3,500 _ 

4,000 

105 

4,000 _ 

4,500 

122 

4,500 _ 

5,000 

141 

5,000 _ 

.  5,500 

•  163 

5,500 _ 

6,000 

188 

6,000 _ 

6,500 

217 

6,500 . 

7,000 

251 

7,000 _ 

7,500 

290 

7,500 _ _ 

8,000 

336 

8,000 _ 

8,500 

388 

8,500 _ 

9,000 

449 

9,000 _ 

9,500 

519 

9,500 _ 

10,000 

600 

1 0,000  . . 

10,500 

.  693 

10,500 _ 

11,000 

'  802 

11,000 _ 

11,500 

927 

11,500 _ 

12,000 

1,071 

12.000 _ 

12,500 

1,238 

12.500 _ 

13,000 

1,432 

13,000 _ _ 

13,500 

1,655 

13,500 . .  . 

14,000 

1,913 

14,000 _ 

14,500 

2,212 

14,500  * _ 

15,000 

2,557 

'*  Any  completion  locations  deeper  than  15,000  feet  which 
qualify  under  this  rule  are  deregulated  pursuant  to  section 
107  of  the  NGPA;  therefore  this  rule  is  not  applicable  to  those 
wells. 


The  table  is  derived  from  the 
following  formula:  * 


’American  Petroleum  Institute,  February  1979 
edition. 

‘See  Appendix  A  for  a  graph.  Appendix  A  is  nied 
with  the  office  of  the  Federal  Register  as  part  of  the 
original  document. 


.290(000) 

Q=33e  ) 

Where: 

Q= Production  rate  (Mcf/day) 

D=The  average  depth  to  the  top  of  the 
formation  (in  thousands  of  feet) 
e=Base  of  natural  logarithms  (2.71828) 

The  comments  also  expressed  concern 
that  the  productivity  limit  did  not 
specify  Uie  time  period  in  which  the 
average  flow  rate  is  to  be  measured.  The 
comments  were  concerned  that  many 
wells  initially  enjoy  a  high  flow  rate,  but 
that  the  flow  rate  falls  rapidly  and 
drastically  after  the  gas  immediately 
surrounding  the  well  bore  is  produced. 

.  We  do  not  believe  it  would  be  helpful 
to  specify  a  time  period  during  which 
the  flow  rate  should  be  expected.  The 
flow  rate  is  to  be  based  on  what  would 
be  expected  on  a  sustained  basis 
against  atmospheric  pressure  if  no 
enhanced  technique  were  applied.  The 
jurisdictional  agency  itself  should 
determine  what  expected  flow  rate 
would  represent  such  sustained 
production. 

It  should  also  be  emphasized  that  this 
guideline  is  not  to  be  applied  on  a  well- 
by-well  basis.  It  applies  to  the 
production  rate  expected  from  untreated 
wells  drilled  in  the  recommended 
formation,  and  is  to  be  based  on 
geological  evaluations  founded  on  the 
best  information  available. 

3.  Guidelines  regarding  increase  of 
production  after  application  of  an 
enhanced  recovery  technique;  and  field 
rules.  The  comments  overwhelmingly 
objected  to  the  adoption  of  the  held 
rules  guideline  and  the  requirement  that 
production  should  be  expected  to 
increase  substantially  after  application 
of  an  appropriate  enhanced  production 
technique.  These  guidelines  were 
suggested  with  the  objectives  of  aiding 
in  the  identification  of  formations  that 
(1)  could  not  be  economically  developed 
without  being  subjected  to  expensive 
production  techniques,  and  (2)  are  not 
already  economic  under  presently 
available  maximum  lawful  prices. 

Neither  of  these  guidelines  is  being 
included  in  the  interim  rule. 

As  has  been  pointed  out  by  the 
commenters,  “substantially”  increased 
production  does  not  provide  a 
meaningful  guideline.  The  Commission 
does  not  feel  it  would  be  productive  to 
quantify  the  standard,  however,  and  has 
eliminated  it  as  a  guideline. 

The  Held  rules  guideline  is 
inappropriate  for  several  reasons.  First, 
many  States  have  adopted  state-wide 
field  rules.  All  formations  in  those 
States  would  be  disqualified  if  we  were 
to  retain  the  guideline.  Second,  field 
rules  are  often  established  for  a  whole 


formation  even  though  only  a  specific 
area  within  the  formation  can  be 
economically  developed.  The 
Commission  does  not  intend  to 
disqualify  an  entire  formation  if  parts  of 
that  formation  are  tight  and  would  not 
■  be  developed  without  incentives.  Those 
parts  which  are  tight  and  would  not  be 
developed  may  qualify  under  this  rule. 
Third,  some  States  do  not  establish  field 
rules  even  when  formations  have  been 
extensively  developed.  Thus,  the 
application  of  the  field  rules  guideline  to 
a  given  formation  has  proven  to  be 
irrelevant  in  determining  whether  a 
formation  would  be  economic  to 
develop  without  a  special,  incentive 
price  and  has  been  omitted  in  the 
interim  rule. 

The  Commission’s  objectives  still 
consist  of  identifying  and  including  tight 
formations  that  could  not  be 
commercially  developed  absent 
application  of  enhanced  production 
techniques,  and  excluding  the  types  of 
development  activities  that  coidd  occur 
imder  the  otherwise  applicable 
maximum  lawful  prices.  The 
Commission’s  original  approach  was  to 
disqualify  developmental  (as  opposed  to 
exploratory)  production  from  tight 
formations.  Several  alternative  means  of 
excluding  such  development  were 
considered,  including  the  proposed 
guidelines  regarding  enhanced  recovery 
techniques  and  field  rules,  omitted  from 
this  rule.  The  Department  of  Energy 
(DOE)  suggested  disqualification  of  all 
wells  located  within  one  mile  of  the 
nearest  marker  well.  Such  a  rule  would 
have  disqualified  virtually  all  infill 
drilling.  Additionally,  under  the 
proposal  all  behind-the-pipe  gas  was 
disqualified  by  the  spud  date 
requirement. 

However,  information  contained  in 
the  comments  indicated  a  need  to 
extend  incentives  to  developmental 
production.  Many  of  the  comments 
emphasized  that  much  of  the  current 
development  in  tight  formations  is 
inadequate  to  produce  the  recoverable 
reserves.  More  importantly,  they 
indicate  that  further  development  will 
not  occur  unless  incentive  prices  are 
permitted  for  the  first  sales  of  such  gas. 
Similarly,  the  comments  emphasized 
that  an  incentive  price  is  necessary  to 
encourage  the  reworking  of  old  wells  so 
they  will  produce  from  tight  formations 
which  will  be  bypassed  absent  the 
availability  of  an  incentive  price. 
According  to  the  comments  a  large 
amount  of  producible  but  economically 
unattractive  reserves  exist  behind-the- 
pipe  and  in  partially  developed 
formations.  Further  development  of 
these  reserves  may  not  occur  under 
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presently  available  prices  because  the 
costs  of  completing  wells  in  the  tight 
formations  when  considered  with' the 
low  production  rates,  are  too  high. 
While  they  will  not  be  produced  at 
otherwise  available  prices,  they  could 
be  the  first  tight  formation  gas  on  line 
and  could  supply  significant  volumes  of 
tight  formation  gas  until  deregulation  in 
1985  under  section  121,  were  an  • 
incentive  extended  to  them. 

Since  such  reserves  are  substantial, 
the  public  interest  dictates  that  such 
production  should  not  be  discouraged. 
Developmental  production  of  known 
reserves  will  not  continue  unless  the 
benefits  expected  to  be  incurred  as  a 
result  of  such  production  are  at  least  as 
attractive  as  the  benehts  expected  to  be 
incurred  as  a  result  of  exploratory 
drilling.  The  risks  and  costs  associated 
with  exploratory  and  infill  drilling  are 
approximately  ^e  same  since  the 
locations  of  most  tight,  gas-bearing 
formations  are  already  known,  and  the 
drilling  and  fracturing  costs  are 
equivalent  for  the  two  types  of  wells. 
While  some  differences  may  exist,  the 
difference  is  not  quantifiable  given  the 
Commission’s  current  information  base. 
It  is  obvious,  however,  that  behind-the- 
pipe  gas  and  gas  obtained  by  deeper 
drilling  require  substantially  fewer 
expenditiires  for  drilling  and  pipeline 
hook-up  facilities.  Because  the  risks  and 
costs  associated  with  such  production 
are  less,  the  incentive  need  not  be  as 
great  as  the  incentive  for  infill  and 
exploratory  drilling  for  new  tight 
formation  gas. 

For  purposes  of  the  interim  rule,  the 
Conunission  has  extended  the  interim 
ceiling  of  150  percent  of  the  section  103 
maximum  lawful  price  to  “new  tight 
formation  gas”,  that  is  natural  gas 
produced  through  new  exploratory  and 
new  infill  drilli^.  “New  tight  formation 
gas”  is  gas  sold  pursuant  to  a  negotiated 
contract  price,  produced  fiom  a 
designated  tight  formation  fi'om  a  well 
the  surface  drilling  of  which  began  on  or 
after  July  16, 1979,  and  which  either 
qualifies  as  section  102  gas  or  is 
produced  fi'om  a  section  103  well. 

While  new  infill  wells  are  not 
excluded  from  qualification  under  this 
rule,  jurisdictional  agencies  should  be 
sensitive  to  the  fact  that  some  portions 
of  tight  formations  have  been  developed 
to  such  an  extent  as  to  indicate  that  the 
incentive  maximum  lawful  price  is  not 
necessary  to  encourage  full  production 
of  that  portion  of  the  formation.  If  the 
agency  has  information  which  indicates 
such  portions  can  be  developed  without 
the  incentive  price,  such  portions  should 
be  excluded  from  the  jurisdictional 
agency's  recommendation. 


Although  it  has  not  done  so  in  the 
interim  rule,  the  Commission  is 
considering  establishing  a  separate 
incentive  price  for  qualifying  behind- 
the-pipe  production  and  gas  produced 
from  new  deeper  drilling,  and  requests 
comments  on  the  proposal.  Such  gas  is 
identified  as  “recompletion  tight 
formation  gas”  and  includes  gas 
produced  from  a  tight  formation  from  a 
well  that  was  not  completed  for 
production  in  the  tight  formation  before 
July  16, 1979.  (See  discussion  at  pages  51 
and  52  for  a  description  of  the 
Commission’s  proposal.) 

4.  Production  of  crude  oil.  The 
guidelines  required  that  wells  drilled 
into  the  recommended  tight  formation 
may  not  be  expected  to  produce  more 
than  5  barrels  of  crude  oil  per  day.  This 
requirement  has  been  added  to  the 
guidelines  to  ensure  that  the  gas  is  not 
produced  in  asssociation  with  any  more 
than  a  de  minimus  amount  of  oil.  When 
gas  is  produced  in  association  with  oil, 
the  presence  of  the  oil,  in  itself,  creates 
incentives  for  the  development  of  the 
formation. 

C.  Production  Qualifications 

The  Notice  of  Proposed  Rulemaking 
contained  the  following  well 
requirements: 

(1)  The  surface  drilling  had  to  have 
begim  on  or  after  August  17, 1979, 

(2)  The  well  must  qualify  as  a  new, 
onshore  production  well, 

(3)  The  well  has  been  subject  to  an 
appropriate  enhanced  production 
technique,  and 

(4)  llie  well  must  be  drilled  into  a 
designated  tight  formation. 

1.  Spud  date  requirement  A  spud  date 
of  August  17, 1979,  was  adopted  in  the 
proposal  because  the  Statement  on  the 
Part  of  the  Managers '  indicates  that  the 
Commission’s  authority  under  section 
107  (b)  and  {c](5)  is  to  be  exercised  in 
order  to  create  incentives  for 
development  of  gas  reserves  and 
therefore,  is  to  be  exercised  in  advance 
of  such  development. 

Several  commenters  requested  that  an 
earlier  spud  date  be  allowed.  Most 
requested  that  we  adopt  a  date  of 
February  19, 1977,  since  that  is  the  cut¬ 
off  date  for  new  onshore  production 
wells  (section  103  wells],  as  well  as  new 
nSturd  gas  qualifying  under  section  102. 
The  commenters  argued  that  the 
February  19, 1977,  spud  date  is  the 
pivotal  ^te  in  the  wellhead  pricing 
scheme  under  the  NGPA.  Other 

*“Thia  authority  is  iatendad  by  the  conferees  to 
be  exercdsed  in  stance  of  drilli^  activity  in  order 
to  create  price  Incentives.”  Joint  Explanatory 
Statement  of  the  Committee  on  Conference  Natural 
Gas  Policy  Act  of  1978,  Pub.  1.  85-821.  S.  Rep.  No. 
05-1128,  August  IS.  1878,  at  page  88. 


commenters  suggested  that  the  spud 
date  be  tied  to  the  date  the  President 
first  addressed  Congress  regarding  the 
need  to  create  incentives  for 
development  of  gas  from  tight 
formations.  Still  others  argued  that  we 
should  qualify  old  wells  reentered  and 
reworked  after  the  spud  date,  or  wells 
spudded  before  the  spud  date,  but  not 
subjected  to  an  enhanced  recovery 
technique  at  the  designated  formation  at 
that  time. 

While  the  February  19, 1977,  spud 
date  is  an  important  date  under  the 
NGPA,  page  88  of  the  Statement  on  the 
.  Part  of  the  Managers  expresses 
Congress’  intention  that  the  pivotal  date 
for  section  107(c](5]  gas  is  the  date  the 
Commission  exercises  its  authority 
under  section  107(c)(5).  The  Commission 
has  clearly  been  given  the  responsibility 
of  encouraging  increased  development 
of  high-cost  or  high-risk  gas.  We  are  not 
free  to  make  available  special  prices  for 
gas  whose  development  was  encouraged 
by  previously  available  prices. 

In  the  proposal  we  suggested  a  spud 
date  which  coincided  with  the  date  the 
Commission  voted  on  the  proposal  so 
that  drilling  activity  in  tight  formations 
would  not  be  delayed  until  this  rule  was 
issued.  However,  in  recognition  of  the 
fact  that  this  rule  gives  effect  to  a  policy 
initiated  by  the  President’s  July  16th 
speech,  the  spud  date  for  wells  drilled 
into  designated  tight  formations  has 
been  changed  from  Auguist  17, 1979,  to 
July  16. 1979.’ 

2.  Section  103  requirement  A  few 
commenters  objected  to  the  proposed 
requirement  that  tight  formation  gas 
must  be  produced  through  wells  which 
qualify  under  section  103  of  the  NGPA. 
'They  objected  to  such  a  requirement 
because  it  would  require  them  to  satisfy 
the  well-spacing  and. proration  unit 
requirements  contained  in  section  103. 
Some  of  the  comments  noted  that  some 
wells  qualifying  imder  section  102  might 
not  qualify  under  section  103.  Others 
noted  that  the  requirements  applicable 
to  section  103  gas  conflict  with  the 
proposed  guideline  that  no  field  rules  - 
are  applicable  to  the  well.  Because  the 
Commission  has  dropped  the  field  rule 
guideline,  its  conflict  with  section  103  is 
now  irrelevant 

The  requirement  was  proposed 
specifically  for  the  purpose  of  ensuring 
that  this  rule  does  not  encourage  the 
drilling  of  unnecessary  wells.  When  the 
proposal  was  issued,  only  production 
from  new  wells  was  envisioned  as 

*If  tba  Commiasioii  adopts  its  naw  pn^xMal  to 
permit  an  incentive  price  iax  recompMon  tight 
formation  gas,  certain  tight  formation  gas  produced 
from  wells  spudded  befm  July  18, 1979,  wiH  also  be 
eUgiblB  for  an  incentive  prin,  albeit  lower  titan  that 
available  for  wells  spudded  after  July  la  t979L 
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becoming  eligible  for  incentive  pricing. 
The  incorporation  of  the  requirements 
under  section  103,  which  include  well* 
spacing  requirements,  appeared  to  be  a 
simple  way  of  providing  that  no 
lumecessary  wells  quaUfy  under  this 
rule.  It  was  not  actually  intended  that 
gas  qualifying  under  section  102  should 
not  be  enable  for  the  incentive  price,  as 
long  as  it  meets  the  other  requirements 
of  Ais  rule.  Therefore,  production 
qualifications  for  new  tight  formation 
gas  have  been  modified  to  reflect  that 
gas  may  either  qualify  under  section  102 
or  be  produced  from  a  well  which 
qualities  under  section  103. 

If  the  proposal  to  extend  incentives  to 
recompletion  tight  formation  gas  is 
adopted,  tiiltillment  of  State  and  Federal 
requirements  regarding  drilling  and 
production  will  also  be  applied  to  such 
production.  However,  the  requirement 
that  the  gas  qualify  under  section  103 
would  not  be  applied  to  such  gas. 

3.  Enhanced  production  technique 
requirement.  The  comments  generally 
did  not  support  the  proposed 
requirement  that  all  qualifying  wells 
must  have  been  subject  to  an 
appropriate  enhanced  production 
technique  to  be  specitied  by  the 
Commission  for  each  designated  tight 
formation.  The  commenters  made  Ae 
following  objections  to  the  requirement. 

First,  under  the  proposal  an 
"appropriate”  technique  would  have 
been  a  technique  which  the  Commission 
had  identitied  as  requiring  extraordinary 
expenditures  and  employed  in  order  to 
substantially  increase  the  production 
from  the  tight  formation,  llie  comments 
were  concerned  that  limiting  the 
appropriate  techniques  to  those 
identitied  by  the  Commission  would 
impede  development  of  new 
technologies.  They  argued  that  the 
characteristics  of  each  formation  are  so 
different  that  the  rule  must  be  flexible 
enough  to  allow  experimentation  and 
adoption  of  previously  unrecognized 
techniques.  Some  of  the  comments 
suggested  that  the  need  for  flexibility 
could  be  accommodated  by  allowing  the 
jurisdictional  agencies  to  identify 
appropriate  techniques. 

Second,  several  comments  argued  that 
application  of  an  appropriate  technique 
should  not  be  required  at  all.  They 
argued  that  the  incentive  price  should  be 
made  available  simply  to  encourage 
more  production  of  gas  ti'om  tight 
formations.  They  argued  that  if,  by 
chance,  a  well  were  drilled  next  to  a 
natural  fracture,  the  producer  should 
nevertheless  receive  the  incentive  price 
because  he  had  assumed  the  risk  of 
attempting  to  produce  such  gas.  Several 
of  the  comments  pointed  out  that  if  the 
guideline  parameters  were  drawn 


narrowly  enough  and  the  fields  were 
correctly  identitied  there  would  be  very 
few  instances  in  which  a  producer 
would  not  have  to  engage  in  enhanced 
production  techniques. 

Finally,  conunenters  emphasized  that 
the  enhanced  production  technique 
requirement  would  reduce  the  extent  to 
which  a  producer  could  know  in 
advance  of  drilling  whether  or  not  the 
well  would  qualify  for  the  incentive 
price.  If  the  well  were  drilled  and  no 
fracturing  were  required  or  it  became 
apparent  that  no  available  technique 
could  be  used  without  damaging  the 
productivity  of  the  field,  the  producer 
would  lose  the  incentive  price. 
Commenters  insisted  that  unless 
producers  can  be  sure  that  the  wells  will 
qualify  in  advance  of  drilling,  they  will 
have  little  incentive  to  develop  tight 
formations. 

The  Commission  has  reassessed  the 
well  requirement  requiring  application 
of  an  appropriate  enhanced  production, 
technique  based  on  the  comments 
received.  We  have  decided  that 
application  of  an  enhanced  production 
technique  should  not  be  required  in 
order  for  a  well  to  qualify  for  the 
incentive  price.  However,  because  we 
continue  to  believe  that  formations 
which  will  not  require  extensive 
application  of  enhanced  production 
techniques  should  not  qualify  under  this 
rule,  the  guideline  parameters  are 
intended  to  eliminate  all  formations  that 
will  not  require  extensive  application  of 
enhanced  production  techniques  for 
almost  every  well.  We  have  attempted 
to  draft  the  guidelines  to  eliminate  most 
formations  for  which  use  of  such 
techniques  will  not  be  necessary. 

4.  Designated  tight  formation 
requirement.  As  previously  discussed, 
many  comments  were  received 
concerning  which  formations  should  be 
identitied  as  tight,  and  how  such 
identitication  should  be  made.  The 
proposed  procedure  has  been 
substantially  changed,  because  the 
Commission  does  not  have  the 
information  needed  to  accurately 
identify  qualifying  tight  formations.  The 
Commission  will  rely  on 
recommendations  by  jurisdictional 
agencies,  and  will  approve  or 
disapprove  such  recommendations  after 
the  public  has  been  notitied  of  such 
recommendation  and  has  had  the 
opportunity  to  comment. 

The  Commission  has  adopted  this 
procedure  so  that  it  may  fully  utilize  the 
information  and  expertise  available  to 
jurisdictional  agencies  without  imduly 
delaying  identitication  of  tight 
formations.  Once  a  formation  has  been 
designated,  the  incentive  price  may  be 
applied  retroactively  with  respect  to  all 


gas  which  meets  the  production 
qualitications  of  this  rule. 

5.  Negotiated  contract  price.  A 
requirement  that  the  sale  of  the  gas  must 
be  subject  to  a  “negotiated  contract 
price”  has  been  added  to  the  production 
qualitications.  A  “negotiated  contract 
price"  is  detined  as  any  price 
established  by  a  contract  which 
specitically  refers  to  the  Commission’s 
incentive  pricing  authority  under  section 
107  of  the  NGP^  or  which  contains  a 
fixed  rate  or  tixed  escalator  clause. 
Pursuant  to  this  requirement  gas  may 
not  qualify  as  new  tight  formation  gas 
unless  the  contract  contains  a  tixed  rate 
or  escalator  clause  which  would  result 
in  a  price  higher  than  the  otherwise 
applicable  maximum  lawful  price,  or  an 
escalator  clause  which  specitically 
references  the  Commission’s  incentive 
pricing  authority  under  section  107  of 
the  NGPA.  Moreover,  the  incentive  price 
for  gas  which  does  qualify  is  the  lesser 
of  the  negotiated  contract  price  or  150 
percent  of  the  section  103  maximum 
lawful  price. 

This  requirement  serves  the  purpose 
of  insiuing  that  the  incentive  maximum 
lawful  price  is  extended  as  an  incentive 
for  the  production  of  additional  new 
tight  formation  gas,  rather  than  just  as  a 
windfall  to  the  sellers.  Contracts  which 
do  not  presently  contain  a  negotiated 
contract  price  may  be  amended.  The 
Commission  expects  that  purchasers 
will  pay  a  higher  price  in  return  for 
increased  production. 

The  Commission  wishes  to  clarify  the 
distinction  between  the  requirement  that 
there  be  a  negotiated  contract  price  and 
the  Commission’s  position  in  Order  No. 
23,  concerning  the  interpretation  of  area 
rate  clauses.  By  requiring  a  negotiated 
contract  price  the  Commission  has 
imposed  two  limitations  on  the 
maximum  lawful  price.  First,  the 
maximum  lawful  price  for  the  tirst  sale 
of  tight  formation  gas  is  determined  by 
the  otherwise  applicable  maximum 
lawful  price  iinless  the  contract  contains 
an  effective  negotiated  contract  price. 
Second,  the  maximum  lawful  price 
which  may  be  collected  if  the  contract 
contains  an  effective  negotiated  contract 
price  may  not  exceed  the  lower  of  150 
percent  of  the  section  103  price  or  the 
negotiated  contract  price.  The 
Commission  must  limit  the  application 
of  the  incentive  ceiling  to  those 
contracts  which  specitically  refer  to  it 
(or  to  the  extent  permitted  under  a  tixed 
rate  or  a  tixed  escalator  clause)  because 
its  pricing  authority  is  limited  to  setting 
incentive  prices  “necessary”  to 
encourage  additional  production. 
However,  the  Commission  emphasizes 
that  the  negotiated  contract  price 
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requirement  in  no  way  constitutes  an 
interpretation  of  an  area  rate  clause. 

The  "negotiated  contract  price" 
requirement  is  reflected  both  in  the 
definition  of  "new  tight  formation  gas” 
in  §  271.703(b)(3)  and  in  the  maximum 
lawful  price  established  under 
§  271.702(b)(1).  The  Commission 
requests  further  comment  on  this 
provision. 

D.  The  Incentive  Pricing  Ceiling 

The  response  to  the  proposed  basis 
for  setting  an  incentive  price  for  tight 
formations  varied  greatly.  However, 
most  commenters,  including  the  Council 
on  Wage  and  Price  Stability  and  the 
Environmental  Protection  Agency  (EPA) 
suggested  that  the  ceiling  should  be  tied 
to  the  price  of  imported  Mexican  or 
Canadian  gas,  or  to  the  price  of  OPEC 
oil  imports.  The  commenters  argued  that 
the  proposed  price  ceiling  did  not  reflect 
the  value  of  such  comparable, 
alternative  fuels,  especially  given  the 
rapid  increase  of  imported  oil  prices  in 
the  last  months  of  1979.  They  would 
have  us  adopt  a  commodity  value  price¬ 
setting  approach  for  section  107(b). 

These  commenters  seem  to  argue  that 
high  cost  gas  is  "worth”  the  Btu 
equivalent  price  of  oil. 'Therefore, 

,  according  to  this  view,  the  section  107(b) 
price  should  be  indexed  to  oil. 

The  incentive  price  ceiling  originally 
proposed  by  the  Commission  in  August 
1979  was  150  percent  of  the  section  103 
maximum  lawful  price.  One  hundred 
and  nfty  percent  of  the  section  103  price 
($3.1035  per  MMBtu)  was  at  that  time 
approximately  equivalent  to  the  then 
current  price  of  Saudi  Arabian 
benchmark  crude  oil,  so  that,  when 
proposed,  the  Commission’s 
determination  of  a  "necessary”  price 
would  have  been  close  to  the  price  that 
would  have  been  set  imder  a  commodity 
value  basis.  Events  since  that  time  in  the 
oil  market  have  led  to  150  percent  of  the 
section  103  price  being  substantially 
below  the  "value”  of  gas  as  measured 
by  its  Btu  equivalence  with  oil. 

It  is  not  clear  that  the  NGPA  permit* 
the  Commission  to  adopt  a  commodity 
value  approach.  In  attempting  to  set  a 
price  ceiling  for  tight  formation  gas,  the 
Commission  must  adhere  to  the 
language  of  section  107(b)  that  mandates 
that  any  incentive  price  allowed  by  the 
Commission  be  "neqjessary  to  provide 
reasonable  incentives  for  the  production 
of  such  high-cost  gas.”  The  Statement  on 
Th*  Part  of  the  Managers  states  that  the 
prices  are  "not  intended  by  the 
conferees  to  be  cost-based  in  nature  and 

'Since  Mexican  and  Canadian  gae  are  linked  to 
oil.  indexing  eection  107  prices  to  such  imports 
would  in  effect  link  section  107  to  nil  prices. 


do  not  require  cost-justiHcation.”  'This 
clariHcation  implies  that  a  section  107 
price  does  not  have  to  be  "cost-based” 
or  “cost-justiBed”  in  the  conventional 
public  utility  pricing  sense.  However, 
the  Statement  provides  no  guidance 
about  the  nature  of  the  difference 
between  a  "necessary”  price  and  a  cost- 
based  or  cost-justified  price.  Even  so, 
both  the  specific  use  of  the  words 
"necessary”  and  "reasonable 
incentives”  in  the  statute  as  well  as  the 
overall  context  of  the  statutory  language 
seems  to  suggest  that  the  Commission  is 
not  merely  to  index  the  price  to  some 
measure  of  value,  such  as  the  Btu  price- 
equivalency  of  some  other  fuel,  but  is 
instead  to  set  some  price  that  is  related 
to  the  particular  needs  of  producers  of 
the  specific  type  of  gas  being  accorded 
section  107  treatment. 

The  statutory  standard  appears  to 
allow  and  even  contemplate  a  price 
exceeding  the  price  that  would  be 
allowed  were  the  price  required  to  be 
developed  by  traditional  cost  of  service 
methodology  as  long  as  such  a  price 
were  "necessary  to  create  reasonable 
incentives  for  production”  of  the  gas. 
Although  Congress  made  a  distinction 
between  a  cost-based  price  and  a 
"necessary”  price,  logic  implies  a 
connection  between  a  cost-of-service  or 
cost  of  production  price  and  "necessary” 
price  because  a  “necessary”  price 
clearly  must  at  least  cover  costs. 

None  of  the  commenters  who 
recommended  a  value-related  price 
supported  the  recommendation  with 
information  suggesting  that  any  ceiling 
higher  than  150  percent  of  the  section 
103  price  was  “necessary”.  Nor  do  they 
provide  a  basis  for  distinguishing 
“reasonable”  from  "unreasonable 
incentives”  for  the  production  of  tight 
formation  gas.  The  Commission  has  no 
data  or  evidence  that  independently 
would  permit  a  finding  that  a  price  equal 
to  "value”,  i.e.,  the  Btu  price  equivalence 
of  oil,  would  be  “necessary”  and  would 
not  provide  "unreasonable”  incentives. 
Our  drawing  attention  to  these 
difficulties  in  the  presentations  is  not 
mere  bureaucratic  fussiness  on  our  part. 
In  the  absence  of  such  a  record, 
evidence  or  data  support,  the 
Commission  has  not  been  able  to  find 
the  required  basis  for  making  the 
findings  specified  by  Congress  to 
support  the  suggested  commodity  value 
pricing. 

Apart  from  the  legal  issues  of 
statutory  standards  for  setting  section 
107  prices,  the  Commission  must  deal 
with  the  broader  and  more  worrisome 
issue  of  the  inconsistency  of  commodity 
value  ratemaking  with  the  incentive 

*See  page  88. 


price  determinations  made  by  the 
Congress  in  the  NCPA.  This  is  not  just  a 
matter  of  theoretical  consistency: 
perverse  incentives  might  be  created  by 
setting  section  107  prices  on  a 
commodity  value  basis.  The  term 
"perverse  incentive”  is  used  advisedly 
because  there  is  a  potential  that  a 
commodity  value  section  107  rate  would 
lead  to  less  gas.  on  a  nation-wide  basis, 
compared  with  the  production  resulting 
from  a  price  set  on  a  different  basis. 

NCPA  maximum  lawful  wellhead 
prices  are  not  indexed  to  oil  prices. 
Therefore,  if  commodity  value 
ratemaking  yielded  a  price  for  tight 
formation  gas  that  was  significantly 
higher  than  the  price  for  other  NCPA 
categories  of  gas,  production  activities 
in  conventional  formations  might  be 
diverted  to  tight  formations.  Drilling  rigs 
used  to  explore  and  develop  tight 
formations  are  the  same  as  those  used  in 
regular  formations  and  entrepreneurs 
will  tend,  presumably,  to  direct  rigs  to 
the  formations  that  have  the  highest 
expected  profit  potential. If  we  were  to 
permit  tight  formation  gas  to  be  priced 
at  its  present  commodity  value 
(approximately  $6.00  per  MMBtu)  and, 
assuming  that  the  costs  of  drilling  wells 
in  tight  formation  are  reasonably 
equivalent,  then,  even  if  the  production 
rate  for  the  tight  formation  well  were 
only  half  of  the  production  rate  of  the 
well  in  the  conventional  formation, 
revenues  generated  by  the  tight 
formation  well  would  be  significantly 
higher  than  that  generated  from  the  well 
in  the  conventional  formation. 

The  Commission  would  not  be  as 
concerned  about  possible  perverse 
incentives  for  developing  tight  formation 
gas  if  there  were  ample  amounts  of 
unused  drilling  and  production 
equipment.  Increased  tight-formation 
drilling  activity  could  be  accommodated 
by  rigs  that  would  otherwise  be  idle  if 
such  spare  capacity  existed.  But  the 
demand  for  rotary  rigs  is  at  record 
levels.  In  August  1979,  the  supply  of  rigs 
totaled  3,182.  This  figure  is  331  units,  or 
11.6  percent,  greater  than  the  number  of 
rigs  available  in  August  1978.  Demand 
for  drilling  rigs  and  other  production- 
related  equipment  is  expected  to 
increase  significantly  due  not  only  to  the 
incentive  prices  established  by  the 
NCPA  but  also  to  the  scheduled  phase¬ 
out  of  crude  oil  price  controls.  There  is 
little,  if  any,  spare  drilling  capacity,  and 
it  is  far  from  clear  that  drilling  and 
production  equipment  manufacturers 
will  be  able  to  fully  meet  the  large  and 

"On  the  other  hand,  deep,  high-cost  natural  gas. 
which  is  a  deregulated  category  of  gas  under 
sections  107(c)(1)  and  121.  requires  specialized 
drilling  equipment  and  is  usually  produced  at  rates 
greatly  in  excess  of  conventional  production  rates. 
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increasing  demand  for  their  products  in 
the  immediate  future.  The  ability  of 
drilling  rig  makers  to  expand  capacity  at 
more  Aan  331  units  per  year  remains  to 
be  demonstrated. 

Because  of  these  overall  constraints 
on  equipment  supply  relative  to 
increasing  demand,  the  Commission  is 
concerned  that  unnecessary  or 
excessive  incentives  for  drilling  and 
producing  tight  formation  gas  might 
have  a  negative  impact  on  the 
development  and  production  of  other 
categories  of  natural  gas.  especially  gas 
produced  from  new  onshore 
development  wells,  as  deHned  and 
priced  under  NGPA  section  103. 

If  the  average  yield  of  a  year’s 
development  efforts  in  tight  formations 
were  as  great  or  greater  than  the  yield 
from  similar  development  efforts  in 
conventional  formations,  it  might  be  in 
the  nation’s  interest  to  divert  drilling 
activity  in  this  manner.  However,  the 
Commission  is  unable  to  conclude  at 
this  time  that  the  relative  near-term 
production  potential  is  as  great  or 
greater  in  tight  formations  than  in 
conventional  formations.  The  record  in 
this  proceeding  suggests  that  some  tight 
formation  development  wells  that  would 
become  attractive  for  development  if  the 
gas  were  priced  significantly  higher  than 
other  NGPA  prices,  (as  would  result 
from  setting  prices  on  a  commodity 
value  basis)  would  have  significantly 
lower  yields  than  typical  onshore 
production  wells. 

For  these  considerations,  the 
Commission  believes  it  is  in  the  public 
interest  to  be  cautious  about  setting 
incentive  prices  for  tight  formation  gas 
on  the  basis  of  oil  prices.  Because  we 
have  no  basis  upon  which  to  determine 
that  such  a  ceiling  is  necessary  and 
would  not  create  perverse  incentives 
and  because  the  price  ceiling  as 
proposed  in  this  docket  provides  a  full 
50  percent  premium  over  the  incentive 
that  Congress  provided  for  conventional 
development,  we  will  adopt  that  ceiling 
imtil  such  time  as  information  is 
available  which  suggests  that  a  higher 
ceiling  is  “necessary”  for  new  tight 
formation  gas  and  will  not  have  an 
adverse  impact  on  total  gas  production. 

In  the  meantime,  we  invite  the 
submission  of  more  data.  A  study  by  the 
Tight  Gas  Reservoir  Task  Group  of  the 
Nrc  Committee  on  Unconventional  Gas 
Sources  may  provide  such  information 
in  the  near  future.  While  that  study  may 
not  necessarily  establish  a  basis  for 
changing  the  price  ceiling,  we  will  use 
its  availability  to  trigger  reconsideration 
of  the  ceiling. 

The  interim  rule  provides  that  the 
maximum  lawful  price  for  the  first  sale 
of  new  tight  formation  gas  for  which  a 


negotiated  contract  price  is  applicable  is 
the  lesser  of  (1)  the  negotiated  contract 
price,  or  (2)  150  percent  of  the  maximum 
lawful  price  specified  for  section  103 
gas.  (For  an  explanation  of  “negotiated 
contract  price”  see  pages  34  through  36.) 

If  the  Commission  decides  that  higher 
prices  are  appropriate  and  a  higher 
maximum  lawful  price  is  adopted,  it  will 
be  made  effective  as  of  July  16, 1979.  In 
the  meantime,  the  interim  prices  will  be 
available  to  encourage  production  and 
the  jurisdictional  agencies  may 
commence  proceedings  to  designate 
tight  formations.  Because  the 
Commission  wishes  to  give  as  much 
price  assurance  as  is  possible  to  those 
who  must  make  drilling  decisions  before 
a  final  ceiling  is  set,  the  Commission 
advises,  as  a  general  matter,  that  it  will 
not  lower  the  ceiling  for  new  tight 
formation  gas.  However,  there  may  be 
circumstances  in  which,  because  of 
disproportionate  incentives  for  drilling 
infill  wells,  the  Commission  may  find  it 
necessary  to  reduce  the  incentive  price 
for  infill  wells  spudded  after  the 
effective  date  of  the  reduction. 

The  Conunission  requests  that  any 
comments  specifically  address  the 
following  issues:  What  ceiling  is 
necessary  to  encourage  production  of 
new  tight  formation  gas?  Would  too  high 
a  price  divert  production  activities  fi'om 
conventional  formations?  Is  the 
possibility  of  diversion  grounds  for 
establishing  a  lower  price  ceiling? 
Conunenters  are  also  requested  to 
address  the  Commission’s  authority 
under  section  107  or  the  NGPA  to 
include  tight  formation  gas  as  a 
deregulated  category  of  gas,  or  to 
establish  as  a  maximum  lawful  price, 
the  price  arrived  at  by  negotiation 
between  the  purchaser  and  the  seller. 

The  Commission  also  requests  that 
conunents  include  information  regarding 
the  price  necessary  to  provide 
reasonable  incentives  for  the  production 
of  recompletion  tight  formation  gas.  (See 
page  51,  infra,  for  the  specific  proposal.) 
We  propose  a  price  ceiling  equivalent  to 
the  maximum  lawful  price  applicable  to 
new,  onshore  production  wells. 

E.  Environmental  Impact 

A  letter  was  received  from  the  EPA 
which  suggested  that  the  Commission 
should  consider  preparing  a 
programmatic  environmental  impact 
statement  pursuant  to  section  102(2)(c) 
of  the  National  Environmental  Policy 
Act  of  1969.**  After  meeting  with  EPA 
and  completing  an  environmental 
assessment.  Staff  has  concluded  that 
establishing  an  incentive  price  would 
not  constitute  a  major  Federal  action 


“42U.S.C.4332(2){c). 


significantly  affecting  the  quality  of  the 
human  environment.  The  Commission 
issued  a  notice  to  that  effect  on  January 
7, 1980,**  and  placed  the  assessment  in 
the  public  files.  To  date,  no  comment 
has  been  received  which  contests  the 
conclusion  reached  in  the  assessment. 

The  Commission  will  continue  to 
evaluate  the  possible  environmental 
effects  of  the  tight  formations  program 
and  will  make  a  final  determination  as 
to  environmental  impact  at  such  time  as 
the  jurisdictional  agencies  submit  their 
recommendations  for  tight  formations 
proposed  to  be  designated  under  the 
rule.  The  information  required  of  the 
jurisdictional  agencies  when  they  make 
their  recommendations  includes 
information  regarding  the  identification 
and  location  of  fresh  water  aquifers 
which  may  be  affected  by  development 
of  the  formation. 

F.  Miscellaneous 

1.  Deregulation.  The  proposal 
specifically  requested  comment  on  the 
issue  of  deregulation  of  tight  formation 
gas.  The  Commission  was  interested  in 
soliciting  comments  as  to  whether 
section  101(b)(5)  of  the  NGPA  requires 
the  eventual  deregulation  of  tight 
formation  gas  which  also  qualifies  as 
section  103  gas  the  price  for  which  is 
deregulated  in  1985  or  1987.  Under 
section  101(b)(5)  of  the  NGPA,  “[i)f  any 
natural  gas  qualifies  under  more  than 
one  provision  *  *  *  providing  for  any 
maximum  lawful  price  or  for  any 
exemption  from  such  a  price  with 
respect  to  any  first  sale  of  such  natural 
gas.  the  provisions  which  could  result  in 
the  highest  price  shall  be  applicable." 
Those  that  responded  to  this  request 
argued  that  section  101(b)(5)  compels 
deregulation  of  tight  formation  gas  when 
that  gas  is  finally  determined  to  qualify 
under  a  deregulated  category.  The 
Commission  agrees  and  notes  with 
regard  to  the  change  in  the  interim  role 
that  this  argiunent  applies  equally  to 
new  tight  formation  gas  which  qualifies 
under  section  102(c). 

2.  Presently  deregulated  natural  gas. 
One  commenter  requested  the 
Commission  specifically  exclude  gas 
produced  from  coal  seams  from  the  tight 
formation  category.  The  price  for  gas 
produced  from  co^  seams  has  been  ' 
deregulated  pursuant  to  sections 
107(c)(3)  and  121  of  the  NGPA  and  the 
interim  rules  issued  in  Docket  No. 
RM79~44  (45  FR  61950,  October  29, 1979). 
Under  section  101(b)(5),  gas  quali^ng 
under  one  or  more  categories  receives 


**See  also  section  601(b)(1)(E)  regarding  the 
affiliated  entities  limitation  s^  the  provisions  of 
Title  II  applicable  to  incremental  pricing  of  high-cost 
gas. 
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the  highest  maximum  lawful  price  for 
which  it  is  eligible,  including  a 
deregulated  price,  if  applicable. 
Therefore,  the  Commission  has  no 
authority  to  impose  the  maximum  lawful 
price  for  tight  formation  gas,  or  any 
other  maximum  lawful  price  on  any 
category  of  gas,  including  coal  seam  gas, 
which  has  been  deregulated. 

3.  Definition  of  non-associated  notural 
gas.  In  the  proposal  the  definition  of 
“high-cost  natural  gas  produced  from 
tight  formations”  required  the  gas  be 
“non-associated  natural  gas”,  meaning 
natural  gas  not  produced  in  association 
with  oil.  One  commenter  pointed  out 
that  the  term  “non-associated  natural 
gas"  is  dehned  only  to  the  extent  it  is 
used  in  Subpart  H  of  Part  271.  A 
definition  of  “non-associated  natural 
gas”  has  not  been  included  in  the 
interim  rule;  however,  the  guidelines 
provide  that  wells  in  a  designated  tight 
formation  should  not  be  expected  to 
produce  more  than  five  barrels  of  crude 
oil  per  day.  The  definition  of  crude  oil 
found  in  §  270.102(b)(5)  applies  to  this 
rule  and  includes  only  mixtures  of 
hydrocarbons  that  are  liquid  in  the 
underground  formations  and  remain 
liquid  at  atmospheric  pressure. 

4.  Coordination  with  the  Natural  Gas 
Act.  One  commenter  requested  the 
Commission  specifically  state  in  the 
regulation  that  any  interstate  pipeline 
purchasing  natural  gas  produced  from 
tight  formations  wiU  be  able  to  roll  such 
costs  into  its  overall  gas  purchase  costs 
and  that  such  costs  will  be  deemed  just 
and  reasonable  pursuant  to  section 
601(b)  of  the  NGPA.  Section 
601(b)(l)(A)(i)  states  that  any  amount 
paid  in  any  first  sale  of  natural  gas  is 
“deemed  to  be  just  and  reasonable”  for 
purposes  of  sections  4  and  5  of  the 
Natural  Gas  Act,  so  long  as  that  amount 
does  not  exceed  the  applicable 
maximum  lawful  price  for  that  gas. 
Further,  section  601(c)  provides  for  the 
passthrough  of  such  just  and  reasonable 
prices  paid  by  interstate  pipelines  for 
natural  gas,  “except  to  the  extent  that 
the  Commission  determines  that  the 
amount  paid  was  excessive  due  to 
fraud,  abuse,  or  similar  grounds.”  Any 
statement  in  these  rules  could  do  no 
more  than  restate  the  provisions  of  the 
NGPA,  which  govern  these  sales  on  any 
case.  Therefore,  we  have  denied  the 
commenter’s  request,  noting  that  for 
purposes  of  sections  4  and  5  of  the 
Natural  Gas  Act,  section  601(b)  of  the 
NGPA  deems  any  amount  paid  in  any 
first  sale  just  and  reasonable  if  such 


'^See  also  section  601(b)(1)(E)  regarding  the 
affiliated  entities  limitation  and  the  provisions  of 
Title  II  applicable  to  incremental  pricing  of  high-cost 
gas. 


amount  does  not  exceed  the  applicable 
maximum  lawful  price  established  under 
Title  I  of  the  NGPA. 

5.  Filing  requirements.  Little  comment 
was  received  on  the  proposed  filing 
requirements.  They  have  been  changed 
to  reflect  the  differences  between  the 
interim  rule  and  the  proposed  rule. 

VI;  Description  of  the  Interim  Rule  and 
Request  for  Further  Comments 

A.  Summary  of  the  Interim  Rule 

The  interim  rule  establishes  a  special 
maximum  lawful  price  for  gas  that 
qualifies  as  new  tight  formatioh  gas.  The 
price  may  not  exceed  the  lesser  of  the 
negotiated  contract  price  or  150  percent 
of  the  section  103  maximum  lawful 
price.  In  other  words,  the  price  for  new 
tight  formation  gas  may  not  exceed  its 
otherwise  applicable  maximum  lawful 
price  unless  the  contract  specifically 
authorizes  a  higher  rate  under  a  fixed 
price  or  fixed  escalator  clause,  or  a 
pricing  clause  that  specifically  refers  to 
the  Commission's  incentive  pricing 
authority  under  section  107  of  the 
NGPA.  The  price  paid  under  such  a 
contract  may  not  exceed  150  percent  of 
the  section  103  maximum  lawful  price. 
The  retroactive  collection  provisions  at 
§  273.204(a)  are  applicable  to  tight 
formation  gas.  Such  retroactive 
collection  may  apply  to  deliveries  on  or 
after  July  16, 1979. 

Gas  qualifies  as  new  tight  formation 
gas  if  (1)  it  is  either  new  natural  gas  or 
gas  produced  through  a  new  onshore 
production  well;  (2)  it  is  produced  from  a 
designated  tight  formation  through  a 
well  the  surface  drilling  of  which  began 
on  or  after  July  16, 1979;  and  (3)  a 
negotiated  contract  price  is  effective 
with  respect  to  its  sale. 

Designated  tight  formations  include 
those  formations  recommended  by 
jurisdictional  agencies  and  approved  by 
the  Commission.  The  Commission  will 
approve  any  tight  formation 
recommended  by  a  jurisdictional  agency 
if  (1)  the  formation's  estimated  average 
in  situ  gas  permeability  throughout  the 
pay  section  is  not  expected  to  exceed  0.1 
millidarcy;  (2)  the  stabilized  production 
rate  of  wells  completed  for  production  in 
the  formation,  without  stimulation,  is 
not  expected  to  exceed  the  rate  set  forth 
in  the  table  which  appears  at 
§  271.705(b)(l)(ii);  and  (3)  wells  in  the 
formation  are  not  expected  to  produce 
more  than  5  barrels  of  oil  per  day.  The 
Commission  will  consider,  and  may 
approve  recommendations  to  designate 
formations  in  which  the  average  in  situ 
gas  permeability  cannot  be  reasonably 
estimated  or  exceeds  0.1  millidarcy,  so 
long  as  the  stabilized  production  rate 
and  crude  oil  production  standards  are 


met,  and  the  jurisdictional  agency 
demonstrates  that  the  formation  exhibits 
low  permeability  characteristics  and, 
due  to  extraordinary  risks  or  costs,  the 
incentive  rate  permitted  in  this  rule  is 
necessary  to  provide  reasonable 
incentive  for  the  production  of  gas  in  the 
recommended  formation. 

Upon  the  receipt  of  a 
recommendation,  including  the 
information  required  in  §  271.704(c)  the 
Commission  will  publish  in  the  Federal 
Register  a  notice  of  proposed 
rulemaking  containing  the 
recommendation.  After  review  of  oral 
and  written  comments  on  the  proposal 
the  Commission  will  issue  a  rule 
approving  or  disapproving  the 
recommendation.  (A  list  of  designated 
tight  formations  will  be  included  in  the 
rules  at  a  new  §  271.706.) 

A  person  seeking  a  determination  that 
gas  qualifies  as  new  tight  formation  gas 
must  submit  information  required  at 
§  274.205(e). 

The  Commission  has  modified  the 
provisions  covering  deep  high-cost  gas 
slightly,  and  intends  to  move  them  to 
part  272  at  such  time  as  the  provisions 
for  deregulated  gas  are  issued  as  final 
rules. 

B.  Request  for  Further  Comments 

The  Commission  requests  further 
comments  and  additional  information  on 
the  maximum  lawful  price  that  should 
be  permitted  new  tight  formation  gas 
and  the  legal  and  practical  issues 
surrounding  various  alternatives,  such 
as  deregulating  tight  formation  gas.  Such 
comments  should  include  information 
indicating  what  price  is  “necessary”  to 
provide  reasonable  incentives  for  the 
production  of  such  gas.  Comments  will 
be  accepted  until  March  28, 1980,  or 
until  such  later  date  as  the  Commission 
may  prescribe. 

In  addition,  the  Commission  is 
considering  establishing  incentive  prices 
for  gas  produced  from  designated  tight 
formations  which  does  not  qualify  as 
new  tight  formation  gas  but  which  is 
produced  fi'om  wells  which  were  not 
completed  for  production  in  the  tight 
formation  prior  to  July  16. 1979.**  The 
following  new  category  (and  definition) 
is  proposed: 

§  271.703  Definitions. 

***** 

(c)  “Recompletion  tight  formation  gas”  is 
natural  gas: 

(1)  Which  is  produced  from  a  designated 
tight  formation  through  a  well,  the  surface 
drilling  of  which  was  begun  before  July  16, 
1979,  i^such  well  was  not  completed  for 


**Thi8  proposal  has  also  been  noticed  in  a  Notice 
of  Proposed  Rulemaking,  published  in  this  issue  of 
Federal  Register. 
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production  from  such  formation  before  July 
16, 1979;  and 

(2)  for  the  first  sale  of  which  a  negotiated 
contract  price  is  effective. 

The  Commission  also  proposes  to 
permit  a  price  ceiling  based  on  the 
section  103  maximum  lawful  price  with 
respect  to  "recompletion  tight  formation 
gas."  The  proposal  would  read  as 
follows: 

§  271.702  Maximum  lawful  prices. 

***** 

(b)  Tight  formation  gas. 

***** 

(2)  Recompletion  tight  formation  gas.  The 
maximum  lawful  price,  per  MMBtu,  for 
recompletion  tight  formation  gas  shall  be  the 
lesser  of: 

(i)  The  negotiated  contract  price;  or 

(ii)  The  maximum  lawful  price  specifled  for 
Subpart  C  of  Part  271  in  Table  I  of 

$  271.101(a). 

The  Commission  requests  further 
comments  on  these  proposals. 

V.  Public  Procedures 

Interested  persons  may  submit 
comments  by  submitting  written  data, 
views  or  arguments  to  the  Office  of  the 
Secretary,  Federal  Energy  Regulatory 
Commission,  825  North  Capitol  Street 
NE.,  Washington,  D.C.  20426,  on  or 
before  March  28, 1980.  Each  person 
submitting  a  comment  should  indicate 
that  the  comments  are  being  submitted 
in  Docket  No.  RM79-76,  and  should  give 
reasons  including  any  supporting  data 
for  any  recommendations.  Comments 
should  also  indicate  the  name,  title, 
mailing  address,  and  telephone  number 
of  one  person  to  whom  communications 
concerning  the  proposal  may  be 
addressed.  An  original  and  14 
conformed  copies  should  be  filed  with 
the  Secretary  of  the  Commission. 

Written  comments  will  be  placed  in  the 
Commission’s  public  files  and  will  be 
available  for  public  inspection  at  the 
Commission’s  Office  of  Public 
Information,  Room  1000, 825  North 
Capitol  Street  NE.,  Washington,  D.C. 
20426,  during  regular  business  hours. 

A  date  and  location  of  further 
hearings  on  this  rulemaking  may  be 
announced  in  the  near  future.  The 
proposed  regulations  will  not  be 
promulgated  as  final  regulations  until 
the  Commission  has  had  an  opportunity 
to  receive  oral  presentation  of  relevant 
data,  views  and  arguments. 

Vn.  Effective  Date 

This  rule  was  originally  proposed  for 
comment  on  August  29, 1979  (44  FR 
52255,  September  7. 1979).  Informal 
public  hearings  were  held  in 
Washington.  D.C.,  on  September  24, 

1979,  and  in  Denver,  Colorado,  on 


September  27, 1979.  Written  comments 
were  accepted  until  January  22, 1980. 

By  this  process  the  Commission  has 
complied  with  the  provisions  of  section 
502(b)  of  the  NGPA  which  requires  that 
"[t]o  the  maximum  extent  practicable,” 
an  opportunity  for  the  oral  presentation 
of  data,  views,  and  arguments  be 
afforded  for  certain  regulation  under  the 
NGPA.  ’The  provisions  contained  in  this 
order  rest  upon  consideration  given  to 
the  information  received  during  the 
above-described  notice,  comment,  and 
hearing  process. 

These  rules  shall  become  effective  as 
interim  regulations  on  March  21, 1980.  . 

(Department  of  Energy  Organization  Act,  (42 
U.S.C.  7101,  et  seq.);  E^O.  12009,  42  FR  46267; 
Natural  Gas  Policy  Act  of  1978,  (15  U.S.C. 
3301-3432)) 

In  consideration  of  the  foregoing. 
Subpart  G  of  Part  271,  Subpart  B  of  Part 
273,  and  Subpart  B  of  Part  274,  of 
Subchapter  H,  Chapter  I,  Title  18,  Code 
of  Federal  Regulations,  are  amended  as 
set  forth  below,  effective  as  interim 
rules  on  March  21, 1980. 

By  the  Commission. 

Kenneth  F.  Plumb, 

Secretary. 

PART  271— CEILING  PRICES 

1.  Part  271  is  amended  in  the  Table  of 
Contents  under  Subpart  G  to  read  as 
follows: 

Subpart  G— High-Cost  Natural  Gas 

Sec. 

271.701  Applicability. 

271.702  Maximum  lawful  prices. 

271.703  Definitions. 

271.704  Special  rule  for  deep,  high-cost 
natural  gas. 

271.705  Procedures  for  designating  tight 
formations. 

Authority:  DepL  of  Energy  Organization 
Act  (42  U.S.C.  7101,  et  seq.);  E.0. 12009,  42  FR 
46267;  Natural  Gas  Policy  Act  of  1978  (15 
U.S.C.  3301-3432). 

2.  Subpart  G  of  Part  271  is  revised  to 
read  as  follows: 

Subpart  G— High-Cost  Natural  Gas 

§271.701  Applicability. 

This  subpart  implements  section  107 
of  the  NGPA  and  applies  to  the  first  sale 
of  natural  gas  which  a  jurisdictional 
agency  determines  is  new  tight 
formation  gas  and  to  interim  collection 
for  first  sales  of  deep  high-cost  natural 
gas. 

§  271.702  Maximum  lawful  prices. 

(a)  Deep,  high-cost  natural  gas. — (1) 
Interim  collection.  In  the  case  of  deep, 
high-cost  natural  gas,  a  first  seller  may 
charge  and  collect  under  §§  273.202  and 
273.203  of  this  chapter  a  price  not  in 


excess  of  the  price  specified  for  Subpart 
G  of  this  Part  271  in  Table  I  of 
§  271.101(a). 

(2)  Deregulation.  For  deregulation  of 
deep  high-cost  natural  gas  after  the 
jurisdictional  agency  determination 
becomes  final,  see  Part  272  of  this 
chapter. 

(b)  Tight  formation  gas. — (1)  New 
tight  formation  gas.  The  maximum 
lawful  price,  per  MMBtu,  for  the  first 
sale  of  new  tight  formation  gas  shall  be 
the  lesser  of: 

(1)  The  negotiated  contract  price;  or 

(ii)  150  percent  of  the  maximum  lawful 

price  specified  for  Subpart  C  of  this  Part 
271  in  Table  I  of  §  271.101(a). 

(2)  Recompletion  tight  formation  gas. 
[Reserved] 

(3)  Cross  reference.  For  the  special 
rule  on  retroactive  collections  for  new 
tight  formation  gas.  see  §  273.204(a)  of 
this  chapter. 

§271.703  Definitions. 

For  purposes  of  this  subpart: 

(a)  "Deep,  high-cost  natural  gas"  is 
natural  gas  which  a  jurisdictional 
agency  determines,  in  accordance  with 
Parts  274  and  275  of  this  chapter,  is 
produced: 

(1)  From  any  well,  the  surface  drilling 
of  which  began  on  or  after  February  19, 
1977;  and 

(2)  From  a  completion  location  which 
is  located  at  a  depth  or  more  than  15,000 
feet. 

(b)  “New  tight  formation  gas"  is 
natural  gas: 

(1)  Which  is  new  natural  gas,  or  gas 
produced  through  a  new  onshore 
production  well; 

(2)  Which  is  produced  from  a 
designated  tight  formation  through  a 
well  the  surface  drilling  of  which  began 
on  or  after  July  16, 1979;  and 

(3)  For  the  first  sale  of  which  a 
negotiated  contract  price  is  effective. 

(c)  "Recompletion  tight  formation 
gas”.  [Reserved] 

(d)  A  "designated  tight  formation”  is 
any  natural  gas  formation  which  is 
designated  a  tight  formation  by  the 
Commission  pursuant  to  §  271.705. 

(e)  “Negotiated  contract  price”  means 
any  price  established  by  a  contract 
which  either  specifically  references  the 
incentive  pricing  authority  of  the 
Commission  under  section  107  of  the 
NGPA  or  contains  a  fixed  rate  or  a  fixed 
escalator  clause. 

(!)  "Formation”  means  any  geological 
formation,  or  portion  thereof  described 
by  geological  as  well  as  geographical 
parameters. 

(g)  A  “fixed  escalator  clause”  is  a 
provision  in  a  contract  for  the  first  sale 
of  natural  gas  which  changes  the  price 
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for  the  gas  by  a  specified  amount  on  a 
specified  date. 

(h)  For  the  definition  of  “crude  oil,” 
see  S  270.102(b)(5)  of  this  chapter. 

§  271.704  Special  rule  for  deep,  high-cost 
natural  gas. 

For  purposes  of  determining  the  depth  - 
of  a  completion  location  imder 
§  271.703(a)  and  section  107(c)(1)  of  the 
NGPA,  measurement  shall  be  the  true 
vertical  depth  fi*om  the  surface  location 
to  the  highest  perforation  point  in  the 
completion  location. 

§  271.705  Procedures  for  designating 
tight  formations. 

(a)  General.  Upon  the  written 
recommendation  by  a  jurisdictional 
agency,  submitted  in  accordance  with 
the  requirements  of  this  section,  the 
Commission  may  approve  a 
recommendation  that  a  natural  gas 
formation  be  designated  as  a  tight 
formation. 

(b)  Guidelines.  (1)  The  Commission 
will  approve  the  designation  of  any 
formation  recommended  by  a 
jurisdictional  agency  if  the  formation 
meets  each  of  the  following  guidelines: 

(i)  The  estimated  average  in  situ  gas 
permeability,  throughout  die  pay 
section,  is  expected  to  be  0.1  millidarcy 
or  less. 

(ii)  The  stabilized  production  rate, 
against  atmospheric  pressure,  of  wells 
completed  for  production  in  the 
formation,  without  stimulation,  is  not 
expected  to  exceed  the  production  rate 
determined  in  accordance  with  the 
following  table: 


If  the  average  depth  to 
the  top  of  the  formation 

The  nuudmum  allowable 

(in  feet) 

production  rate 

Exceeds  But  does 

may  not  exc^ 

not  exceed 

0 . .  1.000  44 


tsoo _ 

_  2.000 

59 

2,000 

2.500 

68 

2.500 _ 

3.000 

79 

3.000 _ 

3.500 

91 

3.500 _ 

_  4.000 

105 

4.000 _ 

™.  4.500 

122 

sooo 

141 

s!ooo„ 

5.500 

163 

S.S00 

6,000 

188 

If  the  average  depth  to 
the  top  of  the  formation 
(in  feet) 

The  maximum  allowable 
production  rate 

On  Mcf/dav) 

Exceeds 

But  does 
not  exceed 

may  not  exceed 

8.000 _ 

6.500 

217 

6.500 - 

7.000 

251 

7,000 _ 

— .  7.500 

290 

7,500 _ 

8.000 

338 

8.000 _ 

„  8.500 

388 

8.500 

9.000 

449 

9.000... 

9.500 

519 

9,500 . 

10.000 

600 

10,000. 

10,500 

693 

11000 

AO? 

ii!ooo _ 

11^500 

927 

If  the  average  depth  to 
the  top  of  the  formation 
fm  feet) 

The  maximum  allowable 
production  rate 
(in  Mcf/day) 
may  not  exceed 

Exceeds 

But  does 
not  exceed 

11,500 _ 

12.000 

1.071 

12.000 _ 

'  12,500 

r-  1.238 

12.500 _ 

13.000 

/  '  1,432 

13,000 _ 

13.500 

1.655 

13.500 _ 

14.000 

1.913 

14,000 _ 

14,500 

2.212 

14.500 _ 

15.000 

2.557 

(iii)  No  well  drilled  into  the 
recommended  tight  formation  is 
expected  to  produce  more  than  five 
barrels  of  crude  oil  per  day. 

(2)  The  Commission  will  consider  and 
may  approve  or  disapprove  a 
recommendation  by  a  jurisdictional 
agency  to  designate  as  a  tight  formation 
any  formation  which  meets  the 
guidelines  contained  in  paragraph 

(b)(l)(ii)  and  (iii)  of  this  section,  but 
does  not  meet  the  guideline  contained  in 
paragraph  (a)(l)(i),  of  this  section  if  the 
jiuisdictional  agency  makes  an 
adequate  showing  that  the  formation 
exhibits  low  permeability 
characteristics  and  the  price  established 
in  §  271.702(b)  is  necessary  to  provide 
reasonable  incentives  for  production  of 
the  natural  gas  from  the  recommended 
formation  due  to  the  extraordinary  risks 
or  costs  associated  with  such 
production. 

(c)  Content  of  recommendations.  A 
recommendation  that  a  formation  should 
qualify  as  a  designated  tight  formation 
shall  contain  the  following  information: 

(1)  Geographical  and  geological 
descriptions  of  the  formation  which  is 
recommended  for  classification  as  a 
tight  formation; 

(2)  Geological  and  engineering  data  to 
support  the  recommendation  and  the 
source  of  that  data; 

(3)  A  map  which  clearly  locates  wells 
which  have  produced  from  the 
recommended  tight  formation  or  a  list 
locating  all  wells  which  have  produced 
natural  gas  from  the  recommended  tight 
formation; 

(4)  A  report  of  the  extent  to  which 
existing  State  and  Federal  regulations 
will  assure  development  of  the 
recommended  tight  formation  will  not 
adversely  affect  any  fresh  water 
aquifers  that  are  or  are  expected  to  be 
used  as  a  domestic  or  agricultural  water 
supply; 

(5)  If  the  formation  is  recommended 
under  paragraph  (b)(2)  of  this  section, 
the  types  and  extent  of  enhanced 
production  techniques  which  are 
expected  to  be  necessary,  and  the 
estimated  expenditures  necessary  for 
employing  those  techniques;  and  the 
degree  of  increase  in  production  to  be 
expected  from  use  of  such  techniques 


and  engineering  and  geological  data  to 
support  that  estimate; 

(6)  Any  other  information  which  the 
jurisdictional  agency  deems  relevant; 
and 

(7)  Any  other  information  requested 
by  the  Commission. 

(d)  Commission  review  of 
recommendations.  Upon  receipt  of  a 
recommendation  submitted  in 
accordance  with  this  section,  the 
Commission  shall  publish  in  the  Federal 
Register  a  notice  of  proposed 
rulemaking  containing  such 
recommendation.  After  review  of  any 
oral  and  written  comments,  the 
Commission  will  prescribe  a  rule 
approving  or  disapproving  the 
recommendation. 

PART  273— COLLECTION  AUTHORITY; 
REFUNDS 

§273.204  [Amended] 

3.  Section  273.204(a)  is  amended  by 
inserting  “(i)”  after  “except  that”  and  by 
inserting  before  the  period  at  the  end 
thereof  the  following:  “and  (ii)  in  the 
case  of  new  tight  formation  gas  (as 
defined  in  §  271.703(b)).  the  amount  of 
such  excess  may  be  computed,  charged, 
and  collected  for  first  sales  of  such 
natural  gas  delivered  on  or  after  July  16. 
1979”. 

PART  274— DETERMINATIONS  BY 
JURISDICTIONAL  AGENCIES 

4.  Section  274.205  is  amended  by 
adding  a  new  paragraph  (e)  to  read  as  • 
follows: 

§  274.205  High-cost  natural  gas. 
***** 

(e)  Natural  gas  produced  from 
designated  tight  formations. 

(1)  New  tight  formation  gas.  A  person 
seeking  a  determination  for  purposes  of 
Subpart  G  of  Part  271  that  natural  gas  is 
new  tight  formation  gas  shall  file  with 
the  jurisdictional  agency  an  application 
which  contains  the  following  items: 

(i) (A)  If  the  gas  is  produced  from  a 
well  which  qualifies  as  a  new,  onshore 
production  well,  all  information 
requested  in  §  274.204  (except  for  the 
item  specified  in  paragraph  (b)(1)  of  that 
section);  or 

(B)  If  the  gas  qualifies  as  new  natmal 
gas,  the  information  required  in 
§  274.202; 

(ii)  A  map  which  locates  and 
identifies  the  well  for  which  the 
determination  is  sought  as  being  within 
the  designated  tight  formation; 

(iii)  The  heading  and  pertinent 
portions  of  the  well  log,  or  a  drilling 
report  identifying  the  designated  tight 
formation;  and 
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(iv)  A  statement  by  the  applicant, 
under  oath,  that: 

(A)  The  surface  drilling  of  the  well  for 
which  a  determination  is  sought  was 

begun  on  or  after  July  16, 1979;  ♦ 

(B)  The  gas  is  being  produced  h'om  a 
designated  tight  formation;  and 

(C)  The  applicant  has  no  knowledge 
of  any  other  information  not  described 
in  the  application  which  is  inconsistent 
with  his  conclusion. 

(2)  Recompletion  tight  formation  gas. 

[Reserved] 

(Natural  Gas  Policy  Act  of  1978,  (15  U.S.C. 

3301-3432)) 

(FR  Doc.  80-5938  Filed  2-27-80;  8:45  am] 
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DEPARTMENT  OF  ENERGY 

Federal  Energy  Regulatory 
Commission 

18  CFR  Part  271 

[Docket  No.  RM79-76] 

High-Cost  Natural  Gas  Produced  From 
Tight  Formations 

February  20, 1980. 

agency:  Federal  Energy  Regulatory 
Commission,  DOE. 

ASnON:  Notice  of  Proposed  Rulemaking. 

summary:  The  Federal  Energy 
Regulatory  Commission  hereby  gives 
notice  that  in  the  Interim  Rule  and 
Reguest  for  Further  Comment  issued  on 
February  20, 1980,  in  Docket  No.  1^79- 
80,  entitled  High-Cost  Natural  Gas 
Produced  From  Tight  Formations,  it 
proposed  to  establish  a  special  incentive 
price  for  certain  gas  produced  from  tight 
formations  which  do  not  qualify  under 
the  provisions  of  the  Interim  Rule.  The 
proposal  would  extend  a  special 
incentive  for  gas  produced  horn 
designated  tight  formations  from  wells, 
the  surface  drilling  of  which  began 
before  July  16, 1979,  if,  inter  alia,  the 
well  was  not  completed  for  production 
in  the  designated  tight  formation  before 
July  16, 1979.  See  the  Interim  Rule  and 
Request  for  Further  Comment  published 
in  this  issue  of  the  Federal  Register  for 
further  discussion  of  the  proposal  and 
the  interim  rule. 

DATE:  Written  comments  by  March  28, 
1980. 

ADDRESS:  Office  of  the  Secretary, 

Federal  Energy  Regulatory  Commission, 
825  North  Capitol  Street,  NE., 
Washington,  D.C.  20426.  Send  14  copies 
of  any  comments  and  reference  Docket 
No.  RM79-76. 

FOR  FURTHER  INFORMATION  CONTACT: 

Teresa  Ponder,  Office  of  the  General  Counsel. 
Federal  Energy  Regulatory  Commission, 

825  North  Capitol  Street,  NE.,  Washington, 
D.C.  20426  (202)  357-8151. 
or 

Howard  Kilchrist,  Director,  Division  of  NGPA 
Compliance,  Federal  Energy  Regulatory 
Commission,  825  North  Capitol  Street,  NE., 
Washington.  D.C.  20426  (202)  357-8585. 

SUPPLEMENTARY  INFORMATION: 

I.  Background 

In  an  Interim  Rule  and  Request  for 
Further  Comments  issued  February  20, 
1980,  in  Docket  No.  RM79-76.  the 
Commission  issued  interim  rules 
implementing  section  107(b)  and  (c)(5]  of 
the  Natural  Gas  Policy  Act  of  1978 
(NGPA)  (15  U.S.C.  3317).  Section  107  of 
the  NGPA  permits  the  Commission  to 


identify  gas  which  is  produced  under 
extraordinary  risk  or  cost  and  to 
establish  the  maximum  lawful  price 
-  “necessary  to  provide  reasonable 
incentives  for  the  production"  of  such 
gas.  The  interim  rule  established  gas  . . 
produced  from  certain  new  wells  ip  tight 
formations  as  a  category  of  high-c6st 
natural  gas  subject  to  incentive  pricing 
and  established  the  procedures  for 
identifying  such  gas.  In  the  Interim  Rule 
and  Request  for  further  coihment  the 
Commission  also  sought  further 
comment  on  whether  incentive  prices 
should  be  extended  to  most  other  tight 
formation  gas. 

Specifically,  the  Commission  gave 
notice  that  it  is  considering  establishing 
incentive  prices  for  gas  produced  from 
designated  tight  formations  which  does 
not  qualify  as  new  tight  formation  gas 
but  which  is  produced  from  wells  which 
were  not  completed  for  production  in 
the  tight  formation  prior  to  July  16, 1979. 
The  following  new  category  (and 
definition)  is  proposed: 

§271.703  Definitions. 

*  *  *  *  '  * 

(c)  “Recompletion  tight  formation  gas" 
is  natural  gas: 

(1)  Which  is  produced  from  a 
designated  tight  formation  through  a 
well,  the  surface  drilling  of  which  was 
begim  before  July  16. 1979,  if  such  well 
wa^  not  competed  for  production  from 
such  formation  before  July  16, 1979;  and 

(2)  For  the  first  sale  of  which  a 
negotiated  contract  price  is  effective. 

The  Commission  also  proposes  to 
permit  a  price  ceiling  based  on  the 
section  103  maximum  lawful  price  with 
respect  to  “recompletion  tight  formation 
gas."  The  proposal  would  read  as 
follows: 

§  271.702  Maximum  lawful  prices. 
***** 

(b)  Tight  formation  gas.  *  *  * 

(2)  Recompletion  tight  formation  gas. 
The  maximum  lawful  price,  per  MMBtu, 
for  recompletion  tight  formation  gas 
shall  be  the  lesser  of: 

(i)  The  negotiated  contract  price;  or 

(ii)  The  maximum  lawful  price 
specified  for  Subpart  C  of  this  Part  271 
in  Table  I  of  §  271.101(a). 

See  the  Interim  Rule  and  Request  for 
further  conunent  in  this  issue  of  Federal 
Register  for  further  description  of  the 
interim  rule  and  the  proposal. 

II.  Public  Procedures 

Interested  persons  may  submit 
comments  by  submitting  written  data, 
views  or  arguments  to  the  Office  of  the 
Secretary,  Federal  Energy  Regulatory 
Commission,  825  North  Capitol  Street, 


NE.,  Washington,  D.C.  20426,  on  or 
before  March  28, 1980.  Each  person 
submitting  a  comment  should  indicate 
that  the  comments  are  being  submitted 
in  Docket  No.  RM79-76,  and  should  give 
reasons  including  any  supporting  data 
for  any  recommendations.  Comments 
should  also  indicate  the  name,  title, 
mailing  address,  and  telephone  number 
of  one  person  to  whoqi  commimications 
concering  the  proposal  may  be 
addressed.  An  original  and  14 
conformed  copies  should  be  filed  with 
the  Secretary  of  the  Commission. 
Written  comments  will  be  placed  in  the 
Commission’s  public  files  and  will  be 
available  for  public  inspection  at  the 
Commission’s  Office  of  Public 
Information,  Room  1000,  825  North 
Capitol  Street,  NE.,  Washington,  D.C. 
20426,  during  regular  business  hours. 

A  date  and  location  of  further 
hearings  on  this  rulemaking  may  be 
announced  in  the  near  future.  The 
proposed  regulations  will  not  be 
promulgated  as  final  regulations  until 
the  Commission  has  had  an  opportunity 
to  receive  oral  presentation  of  relevant 
data,  views  and  arguments. 

By  direction  of  the  Commission. 

Kenneth  F.  Plumb, 

Secretary. 

(FR  Doc.  80-62S0  Filed  2-27-SO;  8:45  am] 
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. 10305 

1268 . 

. 10305 

1269 . 

. 10305 

Proposed  Rules: 

351 . 

. 7818,  8630 

550 . 

. 7263 

6  CFR 

705 . 

. 7535 

7  CFR 

2 . 

.10751,  12211 

6 . - . 

. 9881 

16 . 

. 7999 

20 . 

. 8561 

210 . 

. 7227 

220 . 

. 7227 

225 . 

. 7227,  8562 

226 . 

. 10752 

235 . 

. 8562 

272 . 

...7229,  12766 

273 . 

...7229,  12766 

371 . 

. 8564 

417 . 

. 9887 

418 . 

. 9887 

428 . 

. 9887 

432.. 

. . 9888 

. . 9888 

434 

. . 9888 

435 _ 1. 

. 9889 

see— 

...8570,  10305 

724 .  ... 

. 8572 

726 . 

. 8578 

781 . 

. 7775 

795 . 

.10311,  11795 

905 . 

...7999,  12773 

907 . 

..  6279,  9889,  9890, 
11461,13043 

910 . 

7243,  8579,  10311, 
11795,12774 

959  * 

7P43 

980 

11451 

1000 . 

. 7777 

1280 . 

. 

. 9890 

1421 . 

. 11795 

1446 . 

. 11462 

1464 . 

. 9253 

1701 . 

. 9258 

1900 . 

. 8933 

1904 . 

. 10312 

1945 . 

. 9848 

1980 . 

. 9848 

2006 . 

. 7245 

Proposed  Rules: 

. 12797 

Ch.  IX . 

Ch.  XXVIII..., 

. 10810 

246 . 

....8876,9304 

301 . 

....  8630,  8654 

ii 
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971 . 

982 . 

. 9010 

. 12259 

985 . 

. 13096 

1004 . 

. 12811 

1007 _ 

. 12821 

1011 . 

. 9942,  11503 

1076 

. 12823 

1434 . 

. 9943 

1464...... 

. 12826 

1701 . 

. 7819, 10356,  12442 

1822 . 

. . . 10240 

1944 . 

. 10240 

1945 . 

. 12827 

1980 

. . . 12827 

2851 . 

. 8637 

2852 . 

. 10356 

2890 . 

. 11815 

2891...... 

. 11815 

2892...... 

. 11815 

2893 . 

. 11815 

pftoa 

. 11815 

2895 . 

. . 11815 

2896 . 

. 11815 

2897 . 

. 11815 

2898 . 

. 11815 

2899 . 

. 11815 

8  CFR 

Ch.  II . 

. 7778 

3 . 

. 9893 

212. . 

. 11113 

238 . 

. 10312 

334 . 

. . 10313 

336. . 

. . 10313 

341. . 

. 10313 

Proposed  Rules: 

Ch.  1 . 

. 7265 

9  CFR 

75 . 

. 8580 

78 . 

. 7246 

91 _ 

. 12376 

92 . . 

. 7778,  8581,  10314, 

10752,11796,11797 

145 . 

. 10314 

147.... . 

. 10314 

318 _ 

. 10317 

319 _ 

.  10917 

381 . 

. 10317,  10319 

Proposed  Rules: 

Ch.  Ill . 

. 10810 

92 . 

. . 10359 

307..... . . 8662 

317 _ _ _ 12442 


381 _ 

. . 8662,  12442 

10  CFR 

Ch.  II . 

. 10321 

9 . 

. 9729 

21 _ 

. 9893 

40 _ 

. 12377 

73 _ 

. . . 10328 

110. . 

. . . 11114 

150 _ 

. 12377 

205 . 

. 13043 

212 _ 

. 9526 

375  >. 

. 9528  95.98 

376 . 

. . . ..9536 

391 . 

. 9528 

440 . 

. 13028 

445 . 

.10194,  10232,  12970 

455. _ 

. . . 7779 

470. _ 

8928 

475. _ 

.  ,  95d2 

477 _ 

. . 8462 

490 . 13050 

714 . 7768 

1014 . 7768 

Proposed  Rules: 

50 . 10360 

61 . 13104 

73 . 11503 

212 . 8025,  12444 

376 .  8662,  10360 

390 .  8662,  10360 

435  . 12830 

436  . 7496 

477 . 8309 

516 . 10746 

1024 . 8920 

11  CFR 

9032  . 9559 

9033  . 9559 

9034  . 9559 

9035  . 9559 

12  CFR 

Ch.  VII . 12211 

1 . 8934 

16 . 11115 

201  . 12774 

202  . 9259 

205 .  8248 

225  . 8279,  11125 

226  .  8000,  9259,  10329, 

13051 

304 .  8940 

329 . 8937 

344 . 12775 

349....—.. . 8940 

^  7535, 8000 

614 .  9893 

618 . 10328 

701 . 8280 

Proposed  Rules: 

Ch.  1 . 9743 

Ch.  II . 7591 

7 . 8025 

205 . 8268 

210 . 7819 

341 . .(10802 

343 . 10802 

561 . 12831 

563 . 12831 

614 .  9944 

720 . ....7596 

13  CFR 

123 . 10754 

400 .  8940,  8942 

Proposed  Rules: 

Ch.  1 . 7553 

121 . 7555 

14  CFR 

23 . 7750 

25 . 7750 

27 . 7750 

29 . /750 


39 .  7536-7539,  8297,  8943- 

8952, 10755, 1146'i,  12212, 
12213,13051,13054 
71. ....7539,  8286,  8287,  10756- 
10758, 11465, 13054, 13055 


73..„ . 7539 

75 . 10758 

91 . 7750 

95 . 13055 

97.„ . .....8237, 11466 


121 . 7750,  13059 

135 .  7246,  7540 

152 . 10184 

223 . 8955 

297  . 7542 

385  . 9260 

1214 .  8001 

Proposed  Rules: 

Ch.  1 . 9944,  10802,  11504, 

11506,12260,13312 

Ch.  V . 10808 

23 . 13106 

39 .  7555-7558,  9945,  10803, 

11506,11507,13109 

71 . 7558,  7559,  8309-8311, 

9946, 9947, 10804-10806, 
11507-11510,12260, 
13110-13113 

73 . 13113 

75 . 10807 

91 . 13114 

93 . 11510,  11511 

159 . 11511 

205 . 7566 

208 . 7566 

291  . 7566 

298  . 7566 

399 . 9747 

15  CFR 

Ch.  XX . 12214 

303 .  8955 

376 . 8289 

386  . 8289 

399 . 8289,8293 

2301 . 7780,  8582 

16  CFR 

13 . 8583,  8959,  9894,  9895, 

13060 

1702 . 13060 

Proposed  Rules: 

Ch.  1 . 10810 

13 .  8663,  11135,  11137, 

12261,13115 

71 . 10804-10806 

75 . 10807 

419 . 12832  . 

450 . 12444 

17  CFR 

200 .  8001, 12377 

230  . 12377 

231  . 8960 

240 . 12377,  12391 

270  . 12408 

Proposed  Rules: 

180 .  8312 

200 .  7781 

230 . 7578,  8313 

239  . 7578 

240  . 8313 

274 . 7578 

18  CFR 

46 . 9729 

271  . 7248,  7781,  13414 

273  . .'. . 13414 

274  . 12409,  13414 

281  . 12411 

282  . 12777,  13068 

292  . 12214 

Proposed  Rules: 

35 . 11817, 13122 

271 . 13427 


282 . 

. . 13122 

292 . 

. 8885,  9011 

401 _ 

. 8665 

1309. _ 

. 11835 

19  CFR 

10.... 

. 10758 

353 . 

. 8182 

355 _ 

. 12413 

Proposed  Rules: 

Ch.  1 . 

. 7533,  10360 

101 . 

. 10365 

200 . 

. 11512 

212 . 

. 1283.9,  128.95 

353 . 

. .  8026 

20  CFR 

653 . 

. 12202 

655 . 

. 11798 

Proposed  Rules: 

404 . 

8586,  12837 

410 . 

. . . 10809 

416 . 

. 12837 

616 _ 

. 7974 

689 . 

. 10330 

21  CFR 

5 _ 

. 7782,  8586 

14 . 

. 8587,  10331 

16. . 

. 7474,  10332 

20 . 

. 7474 

81 _ 

. 11799 

103 . 

. 10759 

146 . 7784,  12414 

193 . 

. 8979 

510 . 

. 7249,  11800 

520 . 

.8587,  10332,  10333, 
10759,10760,11801 

556. _ 

10333, 10334 

558 _ 

....7249,  7787,  10334 

606. . . 

. 9281 

809 . 

. . 7474 

861 . 

_ _ 7474 

870 . . 

. 7904-7971 

884 . 

. 12682-12720 

1308 . 

. 11125 

Proposed  Rules: 

Ch.  1 . 

. 10810 

Ch.  II . 

. 8666 

Subchapter  J . 8870 

25 . 

. 9286 

58 . 

. 7268 

170 . 

. 11840,  11841 

182 . 

..9286,  11841-11846 

184 . 

..9286,  11841-11846 

186. . 

. 11846 

310. . 

. 11846 

320 . 

. 11849 

348 . 

. 7820 

353 . 

. 7268 

357 . 

. 9286 

600 . 

. . 11854 

610. . 

. 11854 

640. . 

. . 11854 

1312 . 

. - . 9289 

22  CFR 

Ch.  II _ 

. 13069 

51 . 

. 11128 

Proposed  Rules: 

208 . . 

. 9293 

23  CFR 

Proposed  Rules: 

Ch.  1 . 

. 12260,  13312 
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Ch.  II . 12260, 13312 

625 . 10236 

24CFR 

200  . 13069 

201  . 9895,  11128 

203 .  9895, 11801 

205 . 9895 

207 .  9895,  11801 

213 . 9895 

220  . 9895,  11801 

221  . 9895 

232 . 9895 

234  .  9895 

235  . 9895 

236  .  9895 

241  . 9895 

242  . 9895 

244 .  9895 

250 .  9895 

570 . ......9730, 10740 

841 . 7787 

Proposed  Rules: 

Ch.  1 . 12265 

Subtitle  A . 7978 

Subtitle  B . 7978 

200 .  8026,  9948 

885 .  9748,  11513 

25  CFR 

256 . 8002 

273 . 9241 

26  CFR 

1 . 8003, 12415,  13070 

5 . 8295 

25 .  8003 

46 . 10334 

49 . 10334 

53 . 12415 

138 .  8589 

301 . 11468,  11470 

404 . 11802 

601 . 7250. 

Proposed  Rules: 

1  . 12844, 12850, 12851, 

13123 

7 . 12851 

31 . >...8666,8668 

48 .  8669 

301 . 11513 

27  CFR 

19 . 7528 

72 . 8592 

250 . 7528 

Proposed  Rules: 

Ch.  1 . 7533,  10367 

28  CFR 

0 . 12416 

2  . 12237 

Proposed  Rules: 

Ch.  1 . 7268 

Ch.  V . 8666 

16 . 7820 

29  CFR 

403 . 7525 

1601 . 7542 

1910 .  8593,  12416 

1952 . 8594-8596,  10334, 

10335,10337,11804,11814 
2620 . 12777 


Proposed  Rules: 

Ch.  XIV . 9948 

1 . 10374 

4  . 10375 

5  . 10375 

1603 .  7514 

1910 . 10375,  10732 

1918 . 10732 

1926 . 10732 

1928 . 10732 

2550 .  7521 

30  CFR 

700 .  8240 

785  . - . 8240 

816  . 8240 

817  . 8240 

820 . 8240 

943 . 12998 

Proposed  Rules: 

Ch.  II . 13127 

700  .  8241 

701  . 8241 

761 . 8241 

786  . 8241 

816  . 8241 

817  . 8241 

31  CFR 

51 . 8296 

240 . 7259 

Proposed  Rules: 

Ch.  IV . 10377 

32  CFR 

69 . 10338 

562 .  9262 

701 . 8598 

720 . 8598 

722 . 8598 

728 . 8598 

730 .  8598 

737 . 8598 

750 .  8598 

755 . 8598 

757 . 8598 

818  . 9898 

841 . 12780 

846 . 12780 

Proposed  Rules: 

288 . 10377 

32A  CFR 

106 .  8600 

621 . 13070 

651 . 13070 

33  CFR 

110 . 10760 

117 .  8980,  9903 

165 .  7543 

183 .  7544 

204 . 13072 

Proposed  Rules: 

Ch.  1 . 12260,  13127,  13312 

Ch.  IV . 12260,  13312 

110 . 10810-10815,  12266 

117 . 9951 

148 . 10172 

150 . 10172 

161 . 9011 

164 . 11790 

207 . 9296 


35  CFR 

253 .  7788 

36  CFR 

7  . 10350 

923 . 12780 

Proposed  Rules: 

1190 . 12168 

37  CFR 

201 . 13072 

38  CFR 

3 . 1804 

8  . 9732 

36 . 10340 

Proposed  Rules: 

3 . :.v...9297 

17 . 7268 

21 . 13128 

39  CFR 

10 .  8297 

601 . 9732 

927 . 12418 

Proposed  Rules: 

111 . 9011 

3001 . 11139 

40  CFR 

35 .  7788 

51  . 7800 

52  . 7544,  7800,  7801,  7803 

8004, 8009, 8299, 9733, 
9903, 10761, 10766, 10775, 
11472,11495 

60 .  8010 

61 . 13074 

65 . 10341,  10342,  10344 


OI . QV  I  If  ivrou, 

10775 

66 . 10783 

120 . 9910 

180....  8012,  8980,  9742, 12785 

211 . 8272 

260 . 12722 

262  . 12724 

263  . 12737 

Proposed  Rules: 


52 . 7821,  8004,  8009,  8313, 

8669, 8670, 9012, 9749, 
9750,9752,9952,9953, 
10738,10815,10817,11855, 


12266, 13132 

60 .  7758,  11444 

81 . 7582,  8670,  9012,  11140 

86.... . 9753 

125 .  9548 

180 . 7821,7822, 12855 

250 .  9755 

403 . 12445 

419 . 11141 

446  .  8028 

447  .  8028 

41  CFR 

Ch  7 . 13074 

Ch.  101 . 7260,9267 

1-1 . 8602, 10789 

1-2 . 10789 

1-3 .  8602, 10789 

1-4 . 10789 

1-7 . 10789 

1-15 . 10786 


1-16 . 

3- 3 . 

4- 1 . 

8-1 . . 

_ 10789 

. 7545 

_ 11129 

. 13074 

fi-l  . 

. 7813 

8-4 . 

_ 13074 

8-5 . 

_ 7813 

8-8 . 

. 7813 

8-11 . 

. 9266 

8-52 . 

. 13074 

8-76 _ 

. 8981 

51-3 . 

. 10345 

51-4 . 

_ 10345 

60-1 . 

. 9271 

60-250 . 

. . 9271 

60-741 . 

. 9271 

101-47 . 

. 10793 

105-61 . 

. 8603 

105-735 . 

. 9272 

Proposed  Rules: 
12 . 

. 13312 

Ch.  12 . 

. 12260 

60-1 . 

_ 11856 

60-2 . 

. 11856 

60-20 . 

. 11856 

60-30 . 

. 11856 

60-50 . 

. 11856 

60-60 . 

. 11856 

60-250 . 

. 11856 

60-741 . 

_ 11856 

101-19 . 

. 8028 

101-20 . 

. 10379 

42  CFR 

23 . 

. 12786 

52 . 

_ 12240 

52a . 

_ 12240 

52b . 

. 12240 

52c . 

. 12240 

52d . . . 

. 12240 

52a . 

. 12240 

54a . .7. _ 

. 8528 

59a . 

. 12240 

66 . 

. 9742 

71 . 

_ 12253 

405 . 

_ 13075 

439  . 

. 8982 

435 . . 

. 8982 

4.9fi  . 

. 8989 

447 . 

. 11806 

455 . 

.11436,  13076 

463 . 

. 11807 

474 . . 

_ 11436 

Proposed  Rules: 
36 . 

. 8314 

51  g . 

_ 9765 

55a . 

. 9298 

122 . 

_ 12174 

123 . 

. 12174 

405 .  9953,  10382 


43  CFR 


20 . 

1780 . 

3100 . 

. . 11402 

. 8176 

. 8885 

PubNe  Land  Orders: 

726  (Revoked  by 

PLO  5695) . 

. 7816 

995  (AmerKled  by 

PLO  5692) . 

. 7815 

5692 . .i . 

. 7815 

5693 . 

. 7815 

5694 . 

. 7815 

5695 . 

. 7816 

5696 . 

9565,  12255 

IV 
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5697.. . 

. 9578 

5898  ,  . 

. - . 9587 

*W09 . 

. . 9593 

5700 

_ 9604.  12255 

RTOI 

. . 9623 

5702.. 

. . 9632 

5703. 

. 9640 

RTOa 

. . 9649 

5705.~ 

.  . . 9663 

«;70« 

. . 9668 

5707 _ 

. 9674 

K7na 

9691 

R70Q 

.  . 9699 

R710 

_ _ 9704 

5711 . 

. 9716 

5712 . 

. 11132 

Proposed  Rules: 

8340 . 

. 8672 

44CFR 

64 . 

8603.  10346,  12422 

65 . 

.9916.  12419-12420 

67 . 8013.  8988,  9916,  12423, 

12438 

70 . 

. 8605-8624 

Proposed  Rules: 

67 _ 8672, 

,  9033-9035,  12445. 

13132-13135 

45  CFR 

95 . 

. 10793 

121a . 

. 7550 

134 . . 

. 7261 

134a _ 

. 7261 

134b. . 

. . . 7261 

302 . . 

_ _ _ 8982 

304 . . 

. 8982 

.306 . 

. 8982 

801 . 

. 7269,  7261 

1050 . 

. 8299 

1061..„ . 

. 8303.  10794 

1071 . 

. 8299 

Proposed  Rules: 

17 . 

. . . 10820 

123 . 

. 12273 

150 . 

. 10821 

161n . 

. . . 8314 

179 . 

. 7582 

194 . 

. 7582 

196 . 

. 7582 

232 . 

. . 8316.  12857 

233 . 

. 8316.  12857 

302 . 

. 8316,  12857 

305 . 

. 12857 

1060 . 

. 9960 

1061 . 

. 11082 

1496 . 

. 13135 

46  CFR 

4 . 

. 8989 

5 . 

. 8989 

25 . 

. 7551 

26 . 

. . . 11108 

57 . 

. . 10795 

66 . 

. 9930 

78 . 

. 11108 

185 . 

. 11108 

252 . 

. 8023 

401 . 

. 13076 

536 . 

. 12792 

552 . 

. .12792 

Proposed  Rules: 

Ch.  1 . 12260, 13127, 13312 

Ch  III . 

12260,  13312 

148 . 

. 13312 

525 . 11514 

47CFR 

0 . 10347,  11133,  13078 

73 . 10347,  10348,  11133, 

12439, 12795, 13078, 13080, 
13081 


78 . 

83 . 

90 . 

. 13082 

. 8989 

. 9283.  13084 

97 . 

. 8990 

Proposed  Rules:  • 

2 . 

. 7583,  10384 

21 . 

. 10384 

22 . 

. 12466 

42 . 

. 9020 

61 . 

. 10385,  13139 

73 . 8029,  8673,  8674,  9021- 

9025, 9755, 12448-12459, 

13144-13152 

76 

. 9021 

83 . 

. 7269 

87 . 

. 10384 

90 . 

7269,  7583,  10384 

95 _ 

. 10606 

99..— . 7583 


48CFR 


Proposed  Rules: 

52 . 

. 9302 

49  CFR 

1 . 

. 8992 

10 . 

. . . 8993 

27 . . 

. 11495 

107 . 

. 13087 

171 . 

. . . . 13091 

172 _ 

. 13087 

173 . 

. 13087 

175 . 

. 13087 

192 . 

. 9931 

193....  . 

. ' . 9184 

531 _ 

. .9935 

554 _ 

. 10796 

571 _ 

...7551,  10798,  12255 

1011. . 

. 11811 

1033 . 

. 7551,  8303-8306 

1043 

. 12796 

1045B 

. 12796 

1046  ... 

. . . 12796 

1057 . 

. . 13092 

1247 . 

. 11813 

Proposed  Rules: 

Ch.  1 . 

.12260,  13153,  13312 

Ch.  II . 

. 13312 

Ch.  Ill . 

. . . 13312 

Ch.  IV . 

. 13312 

Ch.  V . 

. . 13155,  13312 

Ch.  VI . 

. 12260,  13312 

Ch.  X. 

. 9962,  12273 

171 . 

. 9960 

17.9 

. 9960 

178 . 

. . 9960 

193 _ 

. 9220 

195 _ 

. . . 8323 

571 . 

. 8324 

640 . 

. 9244 

941 . . 

. 11141 

1034 . 

. 9027 

1057 . 

. 13159 

1109 . 

. 11142 

1110 . 

. . . . 10386 

50  CFR 

17 . 

. 13010 

26 .  8306,  9938,  11813 

32  .  7816 

33  . 8307,  13093 

216 .  7262,  9284,  13094 

230 . 11134 

402 . X. . 13010 

424..  . .( . 13010 

451 . 8624 

611 . 9940,  11497 

621 . 10349 

652.. ... . 9939 

656.. ..'. . 11497 

671.. .; . 10800 


672 .  9940 

Proposed  Rules: 

Ch.  I . . 8675 

17 . 8029,  8030,  10386 

20 .  9028 

216 . 10552 

602 .  8686 

611 . 8030 

651 . 8030 

655 . 12461 

680 .  8327,  9303,  12460 

691 . 8328 


REMINDERS 


The  “reminders”  below  identify  (tocuments  that  appeared  in  issues  of 
the  Federal  Register  15  days  or  more  ago.  Inclusion  or  exclusion  from 
this  list  has  no  legal  significance. 

Rules  Going  Into  Effect  Today 

COMMODITY  FUTURES  TRADING  COMMISSION 
6538  1-29-80  /  Financial  early  warning  system 

List  of  Public  Laws 

Last  listing  Febniry  28, 1980 

This  is  a  continuing  listing  of  public  bills  from  the  current  session  of 
Congress  which  have  become  Federal  laws.  The  text  of  laws  is  not 
published  in  the  Federal  Register  but  may  be  ordered  in  individual 
pamphlet  form  (referred  to  as  "slip  laws”)  from  the  Superintendent 
of  Documents,  U.S.  Government  IMnting  Offlce,  Washington,  D.C. 
20402  (telephone  202-275-3030). 

S.  1452  /  Pub.  L  96-195  To  extend  the  provisions  of  title  XII  of  the 
Merchant  Marine  Act,  1936,  relating  to  war  risk  insurance. 
(Feb.  25, 1980;  94  Stat.  63)  Price  $1.00. 


